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PREVIEW Of 1947 
Business And Industrial Trend 
"By WARD GATES 
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RAIL EQUIPMENTS BENEFIT 


In VARYING DEGREE 
—As Result OF I.C.C. Decision 


Granting Railroad Rate Increase 


By STANLEY DEVLIN 
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INDUSTRIES Of The FUTURE 


—Out Of The Laboratory 
And Into Jodustty. 


By H, S. COFFIN 























| Dream Hospital... 


The hospital depicted here exists only in the hearts of * 


men and women who are losing the grim battle with cancer. 
And in the imagination of other men and women who want 
desperately to provide a haven for these victims in need of 
hope and care to sustain them in the few months or years 


still remaining to them. 


Actually, there is not a single such hospital anywhere 
devoted exclusively to these unfortunates who may be 
beyond the help of medical sciences, but who are still 
certainly in urgent need of hospital care. And only a 
limited, woefully insufficient number of beds available 
to them in other hospitals. 


During the long years of the war we gave up our plans 
for the building of this dream hospital... Hope Institute. 


But now we are more than ever determined to see it 
rise in stone and steel. A model hospital, the first of its kind 
... cheerful and comfortable in every way... with more 
the atmosphere of an apartment hotel than of a cold institu- 
tion. Where the patients, depending upon their condition, 
can enjoy the warm hospitality of lounge and dining room, 


or retire to the merciful seclusion of a private room. 


What do we need to build this hospital now? You. 
Every dollar or penny you can scrape together for it. 
Whether or not you know this tragedy from bitter personal 
experience... the tragedy of whole families, endlessly 
frustrated in their determination to care for a doomed 
member ... give as generously as you can. Please fill out 
the coupon below and mail with your contribution. It will 
make this hospital more than a dream, 








NAME — 


THE NATIONAL CANCER FOUNDATION 
GRIFFIN BUILDING 
85 FRANKLIN STREET ® NEW YORK 13, N. Y. 





ADDRESS 





Make checks payable to Abbott Kimball, 
Treasurer of the National Cancer Foundation. 
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SPONSORS OF GOVERNMENT ACTION AGAINST CANCER 
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NOM’ 


Electric Corpoia ‘cn 
55 W. 13th St., New York Il, N.Y 


The Board of Directors has 
declared a stock dividend of five 
per cent (5%) on the Capital 
Stock of this Corporation pay 
able February 20, 1947, to stock- 
holders of record at the close of 
business February 1, 1947. 

The Board of Directors also 
has declared a dividend of 
Twenty-five cents (25¢) a share 
on the Capital Stock of this Cor- 
poration, payable January 20, 
1947, to stockholders of record 
at the close of business January 
6, 1947. 

HENRI SADACCA 
President 


December 16, 1946. 























33 PINE STREET NEW YORK, N. Y. 





ELECTRIC BOAT COMPANY 


pie BE 








The Board of Directors has this day 
declared a regular quarterly divi- 
dend of fifty cents per share on the 
cumulative no par convertible pre- 
ferred stock of the company, payable 
January 10, 1947, to stockholders of 
record at the close of business Jan- 
uary 2, 1947. 

Checks will be mailed by Bankers 
Trust Co., 16 Wall St. New York 
15, N.Y., Transfer Agent. 

H. G. SMITH, Treasurer 
December 16, 1946 














PACIFIC GAS AND ELECTRIC CO. 


DIVIDEND NOTICE 


Common Stock Dividend No. 124 


A cash dividend declared by the Board 
of Directors on Dec. 18, 1946, for the 
fourth quarter of the year 1946, equal 
to 2% of its par value, will be paid upon 
the Common Capital Stock of this Com- 
pany by check on January 15, 1947, to 
shareholders of record at the close of 
business on December 30, 1946, The 
Transfer Books will not be closed. 


E. J. Becxetr, Treasurer 


San Francisco, California 





























, ares — 


Universal Pictures | 
Company, Inc. 


(o> 


DIVIDEND 


The Board of Directors has declared 
a quarterly divid -nd of 50c per share 
on the outstanding common stock of 
the Company, pavable January 31, 
1947 to stockholders of record at the 
close of business on January 15, 1947. 
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Preview of Post-War Air Trends 





The postwar world will be an era of expand- 
ing aviation and air commerce. Revolutionary 
changes have already been made in air trans- 
port, with new types of craft being intro- 
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duced to the airlanes of the world. One of 
the most unusual models is the Northrup 
Flying Wing, a photo of which is shown here, 
a hint of the pattern of future styles. 
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The Trend of Events 


REGARDING STOCK MARGINS— The elimination of 
margins on stock purchases and the imposition of 
a 100%-cash basis was one of the most controversial 
developments in 1946, evoking criticism and un- 
popularity in many quarters. Toward the end of the 
year, however, nominal modification was made on 
margin requirements applicable to certain security 
transactions, which was widely interpreted as the 
forerunner of a more general relaxation of the all- 
cash, no margin rule. 

At this writing, prospects seem favorable for such 
a concession early in the new year. It is, of course, 
too early to predict the exact pattern which such a 
modification might follow, but it is safe to venture 
the belief that it will be conservative in proportion 
and probably effected by gradual stages, possibly 
10% at a time. 

In view of the widespread condemnation of the 
no-margin edict, it is only fair and equitable to con- 
sider the other side of the picture as well. While 
the 100% cash basis did contribute to an unduly 
thin market condition, it served its purpose well 
when the market broke last September. Unfortunate 
as that decline was from the investors’ standpoint, it 
had at least one compensating factor, being prob- 
ably the only major market decline on record in 
which forced liquidation for margin accounts was 
negligible. In this respect, it makes a comforting 
contrast with the 1929 debacle when large numbers 
of investors were wiped out, or forced to sell non- 
margin commitments at distress levels to cover losses 
on margin-purchased securities. For the good that 


the no-margin rule accomplished, the Federal Re- 
serve authorities, and Chairman Eccles in particular 
are entitled to their due share of credit. 

Because investors are now in much better cash 
position, relatively speaking, than in 1929 and other 
periods of market reversals, the potential support 
for the present market is proportionately much im- 
proved. Had the same degree of support existed 
after the 1929 cataclysm, the ensuing downtrend of 
the market might have been less severe and of 
shorter duration. 

If margins are to be relaxed in the foreseeable 
future, it might be well if the aggregate reductions 
do not exceed 25% or 30% —at least for a long 
while to come. Such a margin basis would aid secur- 
ity trading and help to broaden the markets, but 
would be within reasonable limits. 


PORTAL PAY SUITS—One of the graver problems 
confronting industry as we enter the new year is the 
flood of “portal-to-portal” pay suits which are being 
levied against our leading corporations. Already, 
the total of such claims has passed the billion-dollar 
mark, and indications are that they may increase to 
as much as five or six billions in the next few weeks. 
Here, therefore, is a problem of no small magnitude, 
for if the claims being made by the plaintiff labor 
unions were to be granted, they would deal an irre- 
parable blow to business. 

This whole theory of “portal-to-portal” com- 
pensation has been nurtured by labor leaders for 
some time, and received its greatest recognition 
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when John L. Lewis made his now familiar “portal- 
to-portal” pay demand last year for his coal miners. 
Briefly defined, the “portal-to-portal” claim is that 
workers should be paid from the time they check in 
for work at the company’s gates (euphemistically 
termed “portals” in this case) instead of from the 
time they actually start work in the mine pit or the 
work bench. In the now celebrated Mt. Clemens 
Pottery Co. decision, the verdict was handed down 
that employees were entitled to compensation for 
“waiting and walking” time consumed in getting to 
work while traversing company properties. This de- 
cision was of special significance to companies em- 
ploying large numbers of workers who must cover 
extensive areas in getting to and from work, such as 
mines, quarries, lumbering, steel, shipyards and 
similar organizations. 

The net result of all this, of course, is an indirect 
wage increase in the industries where “portal-to- 
portal” principles apply. Considering the substan- 
tial number of employees affected, it can readily be 
seen that this constitutes a formidable financial 
problem. But the chief threat in the current wave 
of “portal-to-portal” claims lies in the fact that they 
are being made retroactively, for past periods, in- 
stead of merely for present and future compensa- 
tion. 

Viewing the situation realistically, it seems hard 
to believe that the union chiefs are really serious 
about trying to collect the huge sums involved in 
back pay when such action would threaten the 
existence of the companies involved and the jobs 
which these organizations provide. What seems 
more probable is that the claims are being pressed 
at this time as a bargaining expedient—to give the 
union leaders added leverage in their coming wage 
demands and to provide them with a- base from 
which to maneuver to a compromise settlement. 

In view of the trend of political feeling and 
popular sentiment against labor excesses, it is diffi- 
cult to see how the country would accept the “por- 
tal-to-portal” suits considering that the welfare of 
millions is jeopardized. While no one can foretell the 
exact outcome at this stage of things, it seems almost 
a certainty that the current suits would be appealed, 
or that some remedial action will be taken. But until 
the issue is settled, the current wave of litigation 
constitutes a major unceratinty on our economic 
future. 


IT HAS BEGUN—TIf any lingering doubts remain as 
to price readjustments in the making, they should 
be effectively dispelled by the sweeping markdowns 
on retail price tags in the past fortnight. In con- 
trast with the practice of past years, department 
stores did not wait until January to launch their 
“clearance” and “bargain” sales, but began their 
drives, in some cases, at the height of the pre-Christ- 
mas shopping season—a most unusual phenomenon 
and a significant one. Immediately after Christmas, 
butter dropped 10 cents a pound in a single day, 


followed by other price declines of lesser proportion 
in various food items. 

But it is in the apparel and household goods 
fields that price concessions have been most substan- 
tial of late. Price markdowns have been most 
prevalent on men’s, women’s and children’s clothing 
items, ranging from 25% to 40% and even higher 
in some instances. Similar reductions have been 
made in furniture prices, especially in the higher 
priced brackets. Items like shirts, hats and shoes, 
selling at premium figures just a few weeks ago, are 
now moving into the bargain class, not uniformly in 
all cases, of course, but the over-all trend is unmis- 
takable. Some products, like radios, record players, 
novelties, metal accessories, etc. have been marked 
down still more sharply, with price cuts ranging up 
to 75% and 80%, though these are the more ex- 
treme examples. 

What is happening now in the retail markets is 
a logical enough sequel to the steep inflation in cost 
of living items which had been going on practically 
since 1941, and which gained such swift momentum 
in 1946. The price readjustment now taking place 
has had plenty of advance indications—the slump 
in cotton and: other basic raw materials prices last 
September, the rising trend of consumer resistance, 
the slackening in both price and volume in luxury 
and semi-luxury markets. One of the earliest storm 
signals was the inability to move the shoddy and 
substitute merchandise carried over from the war 
days, a very accurate barometer of how consumers 
were thinking. 

A very interesting feature in the current wave of 
retail price slashes is the indifference of consumers 
to the initial small price concessions which were at- 
tempted at first in the hope of moving merchandise 
at the slightly lower figures. But these attempts 
proved fruitless as a business stimulant, and only 
when sizable price markdowns were made did the 
public respond to any noticeable degree. 

Now that this widespread drop in prices is taking 
place, it is necessary that it be interpreted ac- 
curately and realistically. With the first signs of 
reversal of the inflation trend being signalled by the 
primary markets early last Fall, we are now enter- 
ing the secondary phase of price readjustment, 
which is principally in the retail field. If past eco- 
nomic history is any precedent, this is only the be- 
ginning of a general, far-reaching readjustment be- 
tween prices and basic costs all along the line. But 
while this process of readjustment will mean inven- 
tory losses for some manufacturers and distributors, 
they should not be of drastic proportions. Most or- 
ganizations are believed to be in better position in 
this respect than in previous periods, first, because 
a fairly conservative policy has been followed in 
most instances with regard to forward buying, and, 
sécondly, because the past five years of substantial 
earnings provides better financial ability than here- 
tofore to absorb some degree of inventory losses. 
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INVENTORY TIME-PROPHECY 


HE TRADITIONAL STOCK-TAKING on New Year’s 
Day is a salutary thing—an objective view of 
checks and balances not used sufficiently throughout 
the year. Maybe that is why so many prophets go 
wrong. ‘They prophesy on the run, so to speak, pro- 
ducing such a bewildering variety of conclusions from 
the same available facts that it seems more like wish- 
ful thinking than well-rounded objective judgment. 
If this were not 
so, then Washing- 
ton economists 
would not have 
predictedeight mil- 
lion unemployed 
during 1946—nor 
would a group of 
analysts last sum- 
mer have forecast 
a continuously ris- 
ing stock market 
—nor would na- 
tional leaders in 
1929 have proph- 
esied two cars in 
every garage and 
a chicken in every 
pot. 

And now, the 
dire forecasts of 
severe depression 
that come from 
certain quarters 
are far from real- 
istic. It seems that 
this judgment is 
being warped by 
the frustrations we 
have experienced 
in dealing with la- 
bor in this country, 
and by our diffi- 
culty in arriving at equitable settlements in the 
foreign field. , 

And yet, as we enter the new year, both of these 
fundamental factors are taking a turn for the better, 
for very practical reasons. In realistic labor camps, 
there is recognition of the fact that strikes-are not 
profitable—for labor or for any one else, and that 
industry can quickly make up the loss of production 
due to the greatly increased speed of productive ma- 
chinery developed during the war. While the radical 
group, interested only in political power, sees the 
handwriting on the wall in the new Congressional 
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**Let’s Turn On 
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measures designed to stamp communism for what it 
is—a subversive attempt by foreign powers to over- 
throw the United States Government — something 
that does not have the support of the American 
workman. With regard to the foreign situation, 
Russia’s internal economy is seen to be far from 
healthy, a factor that should prevent that nation 
from waging war for some time to come. 
: On the favorable 
side, the pillars on 
which our pros- 
perity rests seem 
strong and firm— 
for, despite the 
great shifts in our 
economic life, the 
buying power of 
the people is unim- 
paired and the war 
marriages have 
added millions in 
new units of buy- 
ing power. With 
major strikes im- 
probable, full 
employment lies 
ahead. Moreover, 
our capital struc- 
ture is sound. And, 
owing to the 
100% cash rule, 
there has been no 
great loss of in- 
invested capital 
through wild spe- 
culation on margin 
as in the past. 
This setting has 
all the elements 
needed for a great 
age of prosperity 
and happiness for the people of the United States. 
Any other outcome would only be the result of colos- 
sal errors in judgment and mismanagement. 
Compare our situation with that of the hapless 
and starving people of China, who managed some- 
how to survive on nothing—moving the tools of 
production—even their universities—by the most 
primitive methods to. more secure regions of their 
war-torn lands, using their waning strength in an 
attempt to preserve their country from final disaster. 
It would be fantastic and foolish, if, having every- 
thing in this land of ‘(Please turn to page 396) 
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Stock and Bond Markets for Early 1947 


We are allowing some further possible re- 
covery in stock prices in January, without 
counting on it too strongly. The case for 
selective selling, on rallies, remains stronger 


By A. T. 


4 eaewe HAS BEEN Only one development of possible 

technical significance since our last previous 
analysis was written a fortnight ago. The Dow- 
Jones industrial average rose to a new rally high at 
178.382 on December 21, with a pretty good expan- 
sion in volume on the move. As the rails had shown 
a zig-zag upward pattern earlier, the presumption is 
that we are having an intemediate recovery in a bear 
market. It could go considerably further and still 
rank as nothing more than that. Whether it will— 
and, if so, by how much—is anybody’s guess; for it 
should be recognized by investors that trying to 
pre-judge a bear-market recovery is just as difficult 
—and usually as fruitless—as attempting to pre- 
judge a bull-market reaction. 

It is thus far a halting, irregular recovery, with- 
out impressive momentum. This is exemplified by 
the contrast between the daily gyrations in the Dow 


than for long term buying, as detailed in 
the discussion below. Under the best con- 
ceivable contingencies, the market faces fur- 
ther downside tests during the first quarter. 


MILLER 


averages and the continuing narrow movements in 
our broader weekly indexes. (See graphs on the 
opposite page.) Every upthrust to date has been 
quickly halted by increased offerings. The last one 
was no exception. Despite the favorable seasonal 
tendencies familiar around the year-end, the Dow 
industrials have been unable to better their Decem- 
ber 21 high up to this writing. Rails have met with 
persistent offerings ever since recording their De- 
cember 9 rally peak, although they have not yet 
declined more than moderately from it. 

We have no conviction about what the market can 
do over the near term, or the medium term. We 
have not advocated buying for a rally. Our posi- 
tion has been—and still is—that periods of strength 
should be regarded as fortuitous opportunities to 
scale down speculative holdings; and, especially, to 
get rid of undesirable issues. In the timing of con- 
templated sales, however, it is not easy 
to generalize. Despite recent none too 
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robust action, there is a fair chance 
that the market will work appreciably 
higher, although it will be without the 
aid of seasonal influences after the 
first one to two weeks of January. 


Near Term Possibilities 


In short, as we go to press, there is 
still a limited period for seasonal rally, 
fostered by the ending of sales for tax- 
adjustment purposes and by the 
early-January re-investment demand; 
while beyond that a rise would require 
development of a generally more 
optimistic sentiment. The latter is 
ceivable, perhaps relating to pre- 
liminary Congressional indications on 
labor legislation and taxes; and also, 
perhaps, to a better feeling about the 
business outlook. But this is only con- 
ceivable—not something we can count 
on. 

If you ask us what investors should 
do in this situation, we can only say 
that it depends on individual circum- 
stances. For example, in accounts top- 
heavy with speculative holdings, we 
would favor substantial selling right 
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these distinctions obviously 





need more individualized 
counsel than it is possible to 
provide in this over-all mar- 
ket analysis. 

Two weeks ago we com- 
mented here on the improve- 
ment in the supply-demand 


Y RANGE 
OOW-JONES INDUSTRIALS 


= (9658 


1936 


relationship indicated by 
our “Market Support’ 
chart. The situation is that 


an early crossing of the 
lines, reversing the major 
sell signal given last July, 
is still possible but not pre- 
dictable. Assuming that this 
occurs, what will be our 
policy? That is a fair ques- 
tion and we will endeavor to 
answer it. 


DOW-JONES RAILS 


z 
Experience to date sug- 3 
gests that this method of = 


evaluating the degree of 
market support is the best 
technical tool yet developed, 
and that it is highly useful 
as a “check’ against rea- 
soned judgement of market probabilities arrived at 





through analysis of economic-financial funda- 
mentals. But no technical device can measure the 


magnitude of the market move which it indicates or 
its duration. Hence, any technical method, if used 
without judgment of attendant circumstances, im- 
plies a willingness to reverse position quickly, either 
way, and hence is better suited to those of trading 
temperament than to typical investors. 


The Attendant Circumstances 


For the reasons stated, our investment policy in 
the weeks ahead will take the action of the support 
indicator into account, but not without judgement 
of the attendant circumstances. The sell signal given 
last July carried all the more weight because it came 
after a great and long advance, when stock prices 
were historically high, and when there were various 
other reasons—including the persistent laggard 
action of our index of low-price stocks—suggesting 
that caution was in order. We can conceive of re- 
verse characteristics—which would require too much 
space to discuss here—in which a buy signal by this 
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indicator would have our full confidence for the long 
term. We are doubtful that that would be so over 
the early future. 

A quick transition from a bear market to a vigor- 
ous bull market is out of the question, even if the 
business outlook proves better than we have con- 
servatively allowed for. Further selling tests are 
bound to be met, in any event. They might or might 
not provide proof that the averages made their lows 
in October, 1946. Resistance above those lows would 
carry far greater weight, in our judgment, in, say, 
March-April than it can do now, when year-end 
tendencies and cross-currents obscure the real trend 
and when there are so many business, legislative and 
labor uncertainties to be resolved. 

Therefore, should there be a further market rise 
and advance indication thereof in the chart on the 
opposite page, it is improbable—especially if that 
is a January development — that we would imme- 
diately reverse our basic policy and advise gener«l 
long term buying. Rather, we would require some 
confirmatory evidence, to be on the safe side.— 
Monday, December 30. 
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Preview Op cil 


By WARD GATES 


HE YEAR 1947 will be one of 
transition and _ readjustment. 
It will witness important changes 
in our economy that will affect 
“everyone directly or indirectly, 
whether as investors, business men, 
consumers or wage earners. The 
changes shaping up for 1947 
might have occurred last year 
were it not for the host of obstacles 
and troubles that beset industry 
in 1946 — strikes, shortages, and 
price-and-profit uncertainties. But now that some 
of these influences have passed their peak, busi- 
ness will be entering a new phase of the postwar re- 
conversion cycle. 

In somewhat similar circumstances a generation 
ago, Warren G. Harding coined the familiar phrase 
about “returning to normalcy,” but while there are 
analogies between that period and the present, we 
should avoid the fallacy of looking for too close a 
parallel between the two periods. The trouble with 
the “return to normalcy” prophecies is that it is 
hard to determine just what constitutes “normalcy” 
since, in a dynamic economy like ours, conditions are 
constantly changing, and thus afford little basis for 
comparison with the past. This will be preeminently 
true of 1947, which will be marked by conditions 
which have not existed heretofore. 

In recent months, opinion has been sharply 
divided about prospects for the new year between 
those who look for a “recession” and those who fore- 
cast a business boom. Since the market slump last 
September, the “recession” school has won a num- 
ber of new adherents (which is so frequently the case 
after the market has turned sharply one way or the 
other). But the main problem here again is largely 
one of definition. “Recession” means different things 
to different people. It is most significant, too, that 
the loudest and gloomiest forebodings about “reces- 
sion” or even depression emanate from the political 
left. A decline in the cost of living could be called 
a “recession,” in the strict meaning of the word, but 
no one would argue that such a “recession” would 
be a bad thing for the country, as long as it does 
not spiral into a panic break in prices, which seems 
almost impossible under existing conditions. 

So, in peering ahead into the future and attempt- 
ing to probe the course of business, it is desirable 
that we avoid vague and confusing terms like “reces- 
sion,” “depression,” “boom” and so on, and concen- 
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trate, instead, on specific trends which can be meas- 
ured and described in fairly definite terms, such as 
national income, production, employment, prices, 
etc. 

The outlook for national income is a fairly de- 
scriptive indicator of the state of general business, 
as it reflects a myriad of factors in industry, com- 


merce, employment, etc. It is the sum total of 
salaries, wages, dividends and other forms of “in- 
come” and earnings by all classes and groups 
throughout our economy. In 1946, national income is 
estimated to have risen to an all-time high of $165 
billion, compared with the previous peak of $161 
billion for 1945.- Prospects for this year, however, 
indicate some minor decline in the national income 
figure, to about $155 billion, or possibly a little 
lower. But to really appreciate what this figure 
means, it is necessary to glance back somewhat over 
the past decade or so, and compare it with other 
years. Such a 1947 figure would still be almost twice 
as large as the $83.3 billion income recorded for 
1929, which represented the banner year until our 
war production began to record new peak figures. 
Just by way of contrast, it is noteworthy that the 
low figure in the post-1929 period was the $40 bil- 
lion recorded at the depth of the depression in 19382, 
and, in the last year of real “recession” —1938— it 
stood at $64 billion, having declined from $71.5 bil- 
lion in 1937. So, a national income of possibly $150- 
$155 billion for this year would certainly not be 
calamitous by any means, nor anything like a “re- 
cession” worthy of the name. 

In commenting upon this all-important indicator, 
it is well to mention one factor contributing to a 
slight drop from the 1946 peak, namely an antici- 
pated drop in farm income in the year ahead. 
During 1946, total cash farm income from crop 
marketings and subsidy payments stood at an ag- 
gregate of around $27 billion, another all-time high, 
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but with lower prices on farm commodities in the 
making, government sources forecast a drop of 


: about 5% from the 1946 figure. But here, too, the 


resulting 1947 figure is still well above the pre-war 
average, and represents only a modest markdown 
from the abnormally high level of 1946. Obviously, 
the upward trend could not continue upward in- 
definitely, so that eventually a turn in the trend 
would be a normal expectation. 

The actual drop in gross cash receipts by farmers 
is estimated at about only 5%, but farmers’ net in- 
come is expected to show a 15% decline, due to 
higher farm production costs—wages, feed, imple- 
ments, maintenance, etc. 

Turning from the agrarian to the industrial scene, 
1947 promises to be a year of sharply increased sup- 
plies in many lines, especially consumer semi-dur- 
able, durables, and many industrial goods. Yet, this 
does not mean that production will rise sharply 
above 1946 levels. Instead, a lower rate of output 
seems indicated. This seeming paradox is explained 
by the fact that a good part of the inventories built 
up last year could not be marketed because of the 
lack of some vitally. important part or component, 
which delayed final assembly. .However, as we enter 
early 1947, many of these bottlenecks are easing, 
and the formerly missing parts are becoming avail- 
able. As these parts are assembled to make a finally 
completed product, a great volume of the piled up 
inventories will come to market, but actually most of 
this volume of goods will represent last year’s pro- 
duction. 


Industrial Output Forecast 


At this early stage, it is hard to forecast the aver- 
age production rate for an entire year ahead, but 


present indications point to an average of about 
160-162, (on the Federal Reserve index of produc- 
tion) compared with a 1946 average of about 170 
for the entire year. Actually, the rate of output 
at the end of 1946 was well above 180, and this rate 
should be maintained in the next two or three 
months, after which a gradual decline is expected. 
Once again, it must be emphasized that the 1947 
figure, although under 1946, is well above the pre- 
war norm, in other words, from 60 to 62% ahead of 
1939, on which year the production index is based. 


Slight Decline in Employment 


Along with the gradual tapering in the produc- 
tion rate, a corresponding easing in employment is 
expected. But 1947 should still be a year of good 
employment, with an average of probably 55 million 
persons employed compared with the 1946 peak of 
60 million. Unemployment may run from 5 to 7 mil- 
lion, compared with the present total of about 2 mil- 
lion. 

While looking ahead into the new year for a clue 
to business trends in the making, one of the most im- 
portant indicators is the question of prices, since this 
is a subject which affects both business profits and 
consumers. There is every indication that prices 
will recede as we get further into the new year. Just 
when each price readjustment will take place is im- 
possible for anyone to predict right now, but the 
timing is less important than the fact that this will 
occur. In fact, the peak in agricultural commodity 
prices seems to have been already established, so that 
the trend from this point on will probably be to 
lower level for some farm products. 

But how about the outlook for manufactured 
goods prices? Here the outlook is less clear, but even 
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considering the many uncertainties involved, it 
seems safe to look for a gradual easing in manufac- 
tured items after the mid-year. On some items, such 
as clothing, hats, radios, etc., price markdowns are 
already taking place, which will be the pattern as 
production gains momentum and supplies become 
more liberal. This prospect of increasing supplies 
and lower prices has aroused considerable comment 
about the return of a “buyer’s market.” Actually, 
we have had “buyer’s markets” in all but abnormal 
periods, so that a flow of goods and products back to 
retail shelves is a healthy, rather than an undesirable 
sign. On the less favorable side of the ledger in such 
a changing situation is the danger of inventory 
losses where price cuts are heavy and the stocks in- 
volved are large. But thus far, such a combination 
is not prevalent throughout the country. 


Analyzing Labor Outlook 


As has already been said, the outlook for price 
trends on manufactured goods is not too clear in 
some respects, first, because of the varying situation 
in different lines, and, secondly, because of the uncer- 
tainty on the labor and strike outlook. Industrial 
raw materials may continue to rise in the first 
quarter and possibly the second quarter of 1947, 
until supply begins to catch up better with demand. 
Further retail price increases may also be seen for 
awhile in durable consumer products, in contrast 
with the declining trend already in evidence in some 
of the non-durable lines. 

Since so much hinges upon the labor and strike 
outlook, one can only guess and conjecture as to 
what lies ahead on the union front. It would be mis- 
guided optimism to expect that no more serious 
strikes and work stoppages will be seen. On the con- 
trary, there is a real danger of both, particularly 
as the unions are preparing their drive for wage in- 
creases in the heavy goods industries. But there are 
signs that the peak both of irresponsible labor power 
and of direct damage to production may have been 
passed. For one thing, the ending of the New Deal 
era, climaxed by the latest election results, makes 
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greater union regulation almost a certainty. An- 
other straw in the wind is the Government’s recent 
handling of the John L. Lewis affair. And, what is 
particularly important, is the growing feeling 
among the rank and file union membership against 
further loss of income through strikes. All of which 
seems to boil down to the fact prospect that while 
more labor troubles may develop in the months 
directly ahead, such difficulties should not be as 
grave a threat as were the work stoppages and 
virtual paralysis of industry that developed last 
Spring. If this line of reasoning is correct, produc- 
tion should not be too seriously hampered by any 
strikes that may develop. And, with the momentum 
that production has been able to gain of late, it 
would take a very grave labor crisis to halt the flow 
of supplies. 

So, all indications point to an eventual decline 
in the over-all price level by mid-year, if not before. 
As stated, farm products and many consumer semi- 
durables (such as clothing) are already trending 
downward, and as the year progresses, durable 
goods and industrial items should join the proces- 
sion to lower price levels. Here and there, some in- 
dividual products may continue to show price gains, 
but these will likely be the exceptions rather than 
the rule. 


Effect of Lower Prices 


What are the business implications of a prospec- 
tive decline in the price level? For one thing, it will 
mean a gradual easing of the consumer’s cost-of- 
living pinch, a situation that has become a serious 
crisis for millions of families. As the tide of inflation 
abates, and prices recede, the buying power of the 
dollar will rise proportionately. The drop in the 
dollar’s value to a point where it had a buying power 
of only 60 cents, compared with its pre-war value, 
was one of the outstanding phenomena of 1946. But 
this loss in the dollar’s value in the market place has 
about run its course. From now on it will gradually 
regain some of its former value. 

Another business indicator that will bear watch- 
ing in the new year is the trend of consumer spend- 
ing for goods and services. Our national bill for 
such expenditures hit a new record of $127 billion 
last year, an increase of some $21 billion over the 
1945 outlay. Retail sales probably ran to about 
$94 billion. Just how 1947 consumer spending 
will shape up is one of the most controversial sub- 
jects at the present time. Some observers feel that 
the trend might continue still higher into the new 
year, but it is difficult to see how this prospect is 
likely, in view of the lower price outlook and a minor 
slackening in employment and payrolls. However, 
whatever decline does take place will probably be 
moderate, and 1947 consumer spending, in any 
event, should stay above the $100 billion mark. 

This will be of immense importance to business as 
well as to individuals, for it will mean eventual relief 
of the cost-price squeeze on profits margins for 
many companies, not a sudden or substantial improve- 
ment, to be sure, but a gradual shift for the better. 
In fact, the continuing (Please turn to page 395) 
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POWER and INDUSTRY 


Of y 4 pm 


Industry of the future will be powered 
by new forces which are only in the 
development stage at present. It will 
usher in the Second Industrial Revolution. 





By J. C. CLIFFORD 


HE TOP-DRAWER secret wartime developments of 

new types of motive power are now being re- 
vealed in the exciting race taking place among 
many large industrial companies to gain leading 
positions in this field. Large-scale research is being 
pushed on the further development of gas turbines, 
jet propulsion, and atomic energy, and upon their 
practical applications to industry. 

These new sources providing more power and 
higher speeds with less weight are particularly 
promising for aircraft, and a great deal of work on 
gas turbines and jet engines is being carried on by 
such companies as General Electric, Westinghouse, 
Allison (subsidiary of General Motors), Packard, 
Bell Aircraft, and Northrup-Hendy (affiliate of 
Northrup Aircraft). Curtiss-Wright and United 
Aircraft also are interested in the new types of en- 
gines, as are Continental Motors, Ryan Aeronau- 
tical, and Solar Aircraft. 

For supplemental power in take-off the “Jato” 
(jet assisted take-off) developed for fighters and 
bombers during the war by the Aerojet Engineering 
Corp. at Azusa, California (subsidiary of General 
Tire & Rubber Co.) are now being installed as 
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standard equipment on cargo planes by one of the 
large airlines. Another leading company is Reac- 
tion Motors, Inc., of Dover, N. J., an outgrowth of 
the American Rocket Society. 

The new gas turbines and jet engines use gases 
formed by burning fuel oil with oxygen at tremend- 
ous temperatures and pressures, and have required 
a corresponding development in metallurgy of new 
types of heat-resistant metals for manifolds and 
other parts subject to the destructive effects of the 
intense heat. The turbines are connected with an 
improved type of automatic variable-pitch propel- 
ler, while the jet engines deliver the thrust by their 
exhaust. A keen battle is going on between the 
“propeller” and “no propeller” schools. 

Aside from aircraft, gas turbines are being de- 
veloped for use also in railroad motive power and 
many other fields. Numerous engine builders are 
doing experimental work or already offering such 
units, including American Locomotive, Baldwin, 
Allis-Chalmers, Ingersoll-Rand, and Elliott Co., as 
well as General Electric, General Motors, and West- 
inghouse already mentioned. 

Atomic power is yet in too early a stage to ap- 
praise its practical possibilities, but many of the 
large companies that participated in its develop- 
ment (General Electric, du Pont, Eastman Kodak 
and others) are continuing their active interest, and 
the Government has turned over to the former the 
operation of the “Manhattan Project” plant at Oak 
Ridge, Tenn. In view of the bulk involved in the 
4-foot shielding that must surround on all sides a 
unit producing atomic energy, it is questionable 
whether it is adaptable to aircraft, although the 
Fairchild Engine and Airplane Corp. is carrying 





















out experimental work to this end for the Govern- 
ment. Atomic energy seems entirely feasible, how- 
ever, for electric power production and heating, and 
might be used also for driving large ships. 


Era of New Technology 


Many new products developed during the war for 
military purposes are already finding important 
uses in the production of civilian goods. While the 
expression “out of the laboratory into industry” 
has long been used as a figure of speech, it is being 
made literally true in many cases by the speedy 
application of industrial research. The beginning 
of a new year, and the real postwar period following 
the transition in 1946, makes timely a brief survey 
of some of these new products and processes that 
may change materially the course of industries and 
individual companies in the future. 

New developments have been so widespread 
through the different lines of business that logical 
classification is impossible. A survey may begin at 
one place as well as another, and can never be really 
complete. It is often difficult to draw the line be- 
tween a new product, and its manifold applications 
or uses. For example, in the magic new industry 
“Electronics,” a recent analysis showed that two of 
its functions alone were used in almost 6,000 devices. 

Perhaps the best procedure is to begin with the 
most familiar, and from there move around to the 
more sensational and mysterious. Railway cars are 
familiar to everyone. They are strictly utilitarian 
—not glamorous—and have not changed much in 
fifty years, but they are changing now. Announce- 
ment was made a few days ago of an order for 500 
new express refrigerator cars to be completely 
equipped with roller bearings (Timken) — a new 
high record. 

Although used heretofore to a limited extent on 
Pullman and modern passenger cars, the recent im- 
provements in the design of such roller bearings, 
making them readily adaptable to the regular car 
axles and journals, will give impetus to their instal- 
lation in the future on the 2,000,000 cars of all 
kinds, including box cars, coal cars, etc. Moreover, 
if they become standard equipment, all cars will tend 
to be more promptly returned by other railroads to 
their owners, instead of being held indefinitely, as at 
present, by “foreign” roads because of their 
superior riding qualities, reduced friction, and low 
maintenance costs. 


Changing Motive Power 


Further improvements are being made in the 
modern streamlined railroad passenger cars (Budd, 
Pullman, Amer. Car & Foundry, Pressed Steel Car) 
using stainless steel, magnesium, and aluminum, and 
designed for lighter weight, greater capacity, more 
comfortable riding, better illumination, and cheaper 
operation. 

At the same time, railroad motive power is rapidly 
changing. The former trend toward larger and 
more efficient steam locomotives has now swung to 
diesel-electrics for all purposes—freight, passenger, 
and switching — because of their hauling greater 
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tonnage for longer runs with lower operating and 


maintenance expense. Still other developments are 
the steam turbine and gas turbine, already men- 
tioned, with either direct gear or electric drive. 
Active research is being carried on by the big rail- 
roads (N. Y. Central, Pennsylvania, C. & O.) and 
the engine builders (Amer. Locomotive, Baldwin, 
General Motors, General Electric,- Westinghouse). 


Industrial Progress 


Air transportation is girding for the competitive 
battle with railroads for cargo as well as passenger 
traffic. Volume deliveries to the air lines of the much 
larger new transport planes are counted upon to 
offset the increasing costs of wages and ground op- 
erations. Most of the large manufacturers (Boeing, 
Consolidated, Douglas, Lockheed, Martin, also 
Curtiss-Wright and United) have booked heavy 
civilian orders. 

They have also received substantial government 
contracts for military aircraft of advanced design— 
fighters of supersonic speed (over 750 M.P.H.) and 
much larger bombers. Remote control of airplanes 
has become commonplace, and yet to witness (even 
in motion pictures) the smoothness with which huge 
“drones” take off, manoeuvre, and make perfect 
landings makes one realize that we are indeed living 
in an age of miracles. 

Electronics is used in chemical analysis, in 
destroying bacteria, in X-rays for new medical and 
industrial purposes, in improved long-distance tele- 
phone equipment, and in the “mathematical wizard” 
that in a flash gives the answer to involved math- 
ematical equations that would otherwise take experts 
several years to solve. Perhaps its most popular use 
of all will be making possible moderate-priced tele- 
vision, including color. 


Electrical Applications 


Two other promising fields of electrical develop- 
ment are fluorescent lighting, and farm electrifica- 
tion. The new lighting tubes are smaller, cooler, and 
more efficient than the old, and improvements have 
been made in the accessories (ballast and starting 
coils) and in the attractiveness of lighting fixtures. 
First introduced in factories, fluorescent lighting is 
spreading rapidly to offices and stores, as well as 
schools and other public buildings, and to homes in 
as yet limited extent (principally kitchens). 

Farm electrification, stimulated by the extension 
of generation capacity and distribution lines, will 
use fluorescent lighting freely, and countless electric 
motors for doing the manual work and making home 
life on the modern farm as comfortable as in any 
city. Practically all of the leading equipment manu- 
facturers are participating actively in the various 
electrical developments referred to above. 

A quick turn to other fields reveals that “condi- 
tions before the war” was a state to which we shall 
never return. Bread, the “staff of life” for cen- 
turies, is not the same as before; vitamins, and a 
chemical retarding mould have been added, and new 
shortenings and other ingredients have replaced 
scarce materials. Large (Please turn to page 394) 
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By H. M. TREMAINE 

HE UNITED STATEs foreign economic program has 
progressed fast and far during 1946 in mak- 
ing the rest of the world understand clearly that our 
postwar policy is to be one of cooperation, not isola- 
tion, and in revamping several of our government 
departments and agencies better to coordinate their 
efforts in the practical carrying out of that policy. 
To world responsibilities that the U. S. has assumed 
in world political affairs, shown by our leadership 
in making the United Nations a going organization, 
have been followed up by our broad plans for par- 
ticipation in world economic affairs and dealing 


with the catastrophic 
aftermath of war. 

In view of our deep 
interest and powerful 
influence in world con- 
ditions, the strong and 
clear statements on 
American foreign pol- 
icy by President Tru- 
man, Secretary of State 

Byrnes, and Secretary 

Ss of Commerce Harriman 

have been warmly ap- 

plauded both here and 

abroad. Perhaps never 

in its history has this 

country stood in great- 

er need of a strong pol- 

icy and practical states- 

manship in its applica- 

tion. Many of the prob- 

lems of reconstruction 

and relief, trade bar- 

riers and cartels, gov- 

ernment deficits, price 

inflation, maldistribu- 

ae tion of natural re- 

oe a ee sources, etc., now loom 

> i Sag even more formidable 

ON 7 than at the time the war 

ended. The fact might 

as well be faced, un- 

pleasant though it may 

be, that henceforth all 

these problems are to considerable extent our 
problems. 

The development of U.S. foreign economic policy 
is necessarily related closely with our foreign polit- 
ical policy, but is somewhat more concrete in its aims 
and specific in its machinery. These aims are, in 
general terms, to encourage the development of in- 
ternational trade and thereby aid in maintaining a 
high level of prosperity in this country, while at the 
same time helping other parts of the world get back 
on their feet. The machinery for meeting these 
ambitious objectives consists of government agencies 
so numerous as to be 
sometimes confusing 
and call for periodic 
resumé to keep abreast 
of current changes. 

One phase of our 
program upon which 
heavy reliance is placed 
is the enlarged scope of 
negotiations with other 
countries on trade 
agreements for reduc- 
tion of barriers of div- 
ers sorts. These include 
the various provisions 
Elaborate economic 
machinery is being 


set up to promote 
world trade recovery. 






























































that have been devised (always for supposedly justi- 
fiable ends) to hamper free trade,—the tariffs, 
quotas, exchange restrictions, allocations, licenses, 
permits, subsidies, and government controls, with 
their countless variations and often misleading titles. 

The name of Cordell Hull, former Secretary of 
State, will always be associated with these reciprocal 
trade agreements for which his long and patient 
efforts laid the groundwork. Despite the effect of 
the war in disorganizing international trade and 
inevitably imposing all manner of government con- 
trols temporarily (it is hoped), the different coun- 
tries are coming to realize the urgent necessity of 
restoring much freer movement to goods, people, and 
capital. The warning uttered after the last war by 
the British economist, Sir George Paish, again ap- 
plies: the economic salvation of the world depends 
upon its throwing off the shackles with which it has 
bound itself. When the U. S. recently proposed 
that reciprocal trade agreements with 18 other coun- 
tries be resumed or extended, President Truman 
stated: 

“It is important that the people of the United 
States realize the true significance of these negotia- 
tions, for us and for the world. They are not solely 
trade bargains. They are that; but they are much 
more. They are central to the structure of interna- 
tional economic cooperation under the United Na- 
tions. They are necessary to achieve the objectives 
of the Atlantic Charter and of Article VII of our 
mutual-aid agreements. They are necessary to 
strengthen and support the foundations of the Inter- 
national Monetary Fund and the International Bank 
for Reconstruction and Development and to pave 
the way for the kind of economic world envisaged in 
the Suggested Charter for an International Trade 
Organization. * * * 

“The subsequent trade agreement negotiations an- 
nounced today will carry forward these general prin- 
ciples and objectives by concrete and specific action 
to clear the channels of trade, replacing trade war- 
fare by trade cooperation to the common benefit of 
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Foreign Countries* 


(Since end of World War II) 


$2,700,000,000 
1,300,000,000 
2,000,000,000 
3,750,000,000 
3,175,000,000 
2,750,000,000 
1,200,000,000 
1,000,000,000 
3,000,000,000 


Relief through UNRRA 
Relief aid by the military 
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Export-Import Bank 
$20,875,000,000 


Source: ''Monetary Notes'' by Walter E. Spahr September 3, 1946. 
* Approximate data. 




















all countries. Their success or failure will largely 
determine whether the world will move towards a 
system of liberal international trade, free from arbi- 
trary barriers, excessive tariffs, and discriminations, 
or will pay the heavy costs of narrow economic 
nationalism.” 

The International Trade Organization, referred 
to by the President, is being studied by a committee 
of nations now meeting in London, which is working 
out the charter and making plans for the Interna- 
tional Conference on Trade and Employment to be 
held in the U. S. early in 1947. 

American exporters and importers, as well as 
bankers financing foreign trade, who have had prac- 
tical and somewhat unhappy experience with the 
maze of restrictions that have multiplied in recent 
years, and who find that even where a transaction 
can be completed it takes more time and is more 
costly than before, naturally are gratified at these 
government steps to reduce trade barriers. 

Nevertheless, sentiment in these quarters is re- 
strained as to expecting great things to be accom- 
plished in a short time, because of the tangled condi- 
tions and the reluctance of -governments to give up 
controls once seized. When the practices complained 
of, such as bulk buying and selling, fixing of prices, 
allocation of territories, and rationing of exchange, 
are indulged in by “friendly governments,” bringing 
about a change is a delicate matter. 

A new division has been organized in the Depart- 
ment of Commerce—the Office of International 
Trade—for the purpose of centralizing the assist- 
ance offered to all those interested in foreign trade. 
It will specialize in bringing together individual 
buyers and sellers, making known specific needs and 
supplies as they develop, providing dependable in- 
formation about products and markets and concerns, 
and furthering mutually beneficial deals in an end- 
less variety of fields. The new division takes over 
and will further expand the extensive work that the 
Commerce Department has been developing since 
World War I. 

The U. S. Government Foreign Service has re- 
cently been reorganized with a view to increasing the 
effectiveness (also salaries) of our diplomatic and 
consular representatives abroad, making their serv- 
ices conform more closely to the changing require- 
ments of American interests. The new Board of 
Foreign Service will be composed of representatives 
of the Departments of State, Commerce, Agricul- 
ture, and Labor, and will have an Advisory Com- 
mittee representing several organizations such as the 
Chamber of Commerce, National Association of 
Manufacturers, National Foreign Trade Council, 
and Bankers Association for Foreign Trade. 

Of the two Bretton Woods institutions, the Inter- 
national Bank for Reconstruction and Development 
was the first to complete its organization. Up to the 
present time 39 countries, out of a total of 51 in the 
United Nations, have become members. The Bank 
will have a subscribed capital of approximately $8 
billion, of which 20% or $1.6 billion is to be paid 
in by May 1947, with the remainder subject to call. 
The U. S. contribution will be 40% of the total. 
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A number of applications 
for foreign loans have been 
received, and it is expected 
that early in 1947 the Bank 
will begin extending credits 
and offering its own deben- 
tures to institutional and 
other investors, principally 
in this country. Approval of 
our state regulatory authori- 
ties will be necessary to make 
the debentures eligible for 
purchase by savings banks 
and insurance companies. 

The Monetary Fund is 
about ready to begin opera- 
tions, and recently  an- 
nounced the tentative valua- 
tions of currencies of mem- 
ber nations. The Fund par- 
allels the Bank both in the 
size of its capital, of which 
the U. S. contribution will 
be 36%, and in the duplica- 
tion or overlapping of its or- 
ganization, functions, and 
personnel. There is still the 
possibility that the Fund’s operations in currency 
stabilization and short-term credits might eventually 
be combined with the Bank, with an increase in effi- 
ciency and reduction in expenses. 

The U. S. Export-Import Bank is an important 
agency for our assistance to other nations and has 
made loans or commitments of over $3 billion to over 
30 nations. These loans are for financing reconstruc- 
tion, new industrial developments, settlement of 
iend-lease goods requisitioned prior to VJ-day, and 
cotton shipments. Total cap- 





PUBLIC PARTICIPATION IN TRADE AGREEMENTS 






























































UNRRA, whose operations are confined primarily 
to relief but include indirectly some assistance for 
reconstruction, was to have terminated December 31, 
1946, but was extended three months. Total dis- 
bursements and commitments (including both money 
and goods) amount to around $4 billion, of which 
the U. S. contribution was $2.7 billion or 70%. 

Altogether, the U. S. disbursements and com- 
mitments through lend-lease. UNRRA, World 
Bank, World Fund, Ex- (Please turn to page 892) 











ital and lending power of the 
Bank was enlarged to $3.5 
billion. 

In addition, special U. S. 
erdits have been extended 
directly through the Treas- 
ury. These include the Brit- 
ish credit of $3.7 billion, 
and credits for surplus dis- 
posal of $1 billion. 

Through lend-lease, the 
U. S. disbursed a total of 
around $36 billion, against 
which we received $7 billion 
in “reverse lend-lease.” Our 
lend-lease shipments were 
terminated shortly after the 
end of the war, and subse- PROC 
quently about half of the 
commitments were canceled, 
principally that of Britain. 
The U. S. has requested 
Russia to negotiate for set- 
tlement of its lend-lease ac- 
count, but has received no 
response to date. 
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Hayapening In Washington 





ase 
NO TAX REDUCTION will be recommended by Pres- 
ident Truman when the new Congress convenes. The 
White House and the Budget Bureau will submit a 
budget which will require the current levies to be 
continued and will put it up to the Republican ma- 
jority on Capitol Hill to accept or take responsibil- 
ity for reductions. This time, the Administration is 
definitely on the side of fiscal conservatism. Present 
plan is to propose a budget of 37 billion dollars plus 





WASHINGTON SEES: 


The broadened issues in the coal case as they 
now are before the Supreme Court for examina- 
tion will produce a decision of much greater 
service to the nation than wou'd a ruling on the 
narrow issue of contempt which was covered in 
the appeal originally. 

By consenting to the wider compass, the De- 
partment of Justice has brought into a single 
case fundamental questions which must be re- 
solved soon, and in any event must be pre- 
cisely answered before March 3l—the date 
fixed by John L. Lewis for resumption of the 
coal strike if the United States of America does 
not do his bidding before that date. 

It would have been possible to rule on the 
contempt charges without going into the basic 
question whether the Norris-LaGuardia Act 
bars the government from ending a strike by 
injunctive process. Any finding, of course, 
would inferentially touch that point and provide 
persuasive argument in the next suit arising out 
of similar facts. But by placing the Act itself 
in issue, Lewis and Attorney General Tom C. 
Clark have insured a clear-cut decision. Justice 
Vinson has performed a service by placing the 
case high on the calendar. 

If the government's contention is upheld and 
the exemption for the United States is written 
judicially into the statute, all doubts will be 
erased. If the decision goes the other way, 
Congress still will have time to amend the law 
and beat the Lewis deadline. That the law- 
makers will so act allows of no doubt. 











By E. K. T. 


3 billion dollars as a payment on the national debt. 
Total of the two comes out almost even with expendi- 
tures for the current fiscal year. 


HIGHEST TAXED commodity on the excise list is 
liquor. It accounts for 1.8 billion dollars on the basis 
of the present rate but the tax automatically goes 
down six months after formal proclamation of war’s 
end. The range now $6 to $9 per proof gallon; the 
pre-war rate was $3.75 to $6. The likelihood of ad- 
ministrative or legislative end of the war apparently 
has not been considered in the reckoning of income 
and outgo on which suggested reductions are pre- 
dicated. Other excises scheduled to revert to pre-war 
levels would account for revenue losses matching the 
amount no longer to be collected on alcoholic bev- 
erages. 


LOADED DOWN with war veterans, the new Congress 
will be faced with a wall of GI benefit legislation 
which the “soldier bloc” will erect as a barrier to nor- 
mal congressional activity, employ for bargaining 
purposes with their elder statesmen, and attach as 
riders to a variety of other bills. Cash terminal leave 
payments will be one of the first offered; higher 
allowances for veterans in training will come along; 
housing is high on the agenda; bigger pensions and 
subsistence bills already are in. There are others. 
And Congress has never shown a disposition to treat 
that type of legislation other than sympathetically. 
That attitude will be more in evidence next year. 
There’s a Presidential election just ahead. 


DESPITE EFFORT of War and Navy Departments to 
head off a merger of the military establishments 
under any plan other than one devised by the 
“brass,” Congress is almost certain to join the two. 
The military departments have set up single com- 
mands throughout the world, modeled after war- 
time practice, but they do not eliminate dual pro- 
curement bureaus which have proved costly in the 
past and which gave rise to the merger proposition. 
The fact that military and naval committees will be 
joined as one in the next Congress will speed action. 
The strength of the “big navy” bloc in Congress is 
rapidly dissipating. 
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Railroad industry soon will begin to realize that 
the White House is closer to its problems than ever 

before. And that could be good, or bad. It depends upon 
the personnel President Truman selects to advise him on 
national policies. nets 




















This much is certain, Col. Monroe Johnson and his 
Office of Defense Transportation will have nothing to 
say about policies, they will merely carry out orders. 
That means not only with respect to rails but also on 
other forms of transportation. ODT is a dying bureau. 
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: For several months, Max Lowenthal has been 
visiting the White House with regularity. Lowenthal was 
passed off by the press corps as an agent, appointed to 
watch and report to Mr. Truman on matters of displaced 
persons abroad. He was that — but more. 














Lowenthal met, the President when the former was special counsel to the 
Senate Interstate Commerce Committee in the study of banker influence on the railroads 
of the United States. Mr. Truman was a member of the committee. He was deeply impressed 
by the railroad—minded lawyer. Lowenthal has admitted his discussions with the 
President haven't been confined to overseas relief. They included railroads. 





























Conway, former chief of the War Shipping Administration. Conway is merchant marine— 
minded. And he's slated to move into the office of John R. Steelman, spend several 














months, straightening out kinks in transportation, interstate and foreign. 


Sentimental protest that food should not be withheld from the starving as a 








E means of gaining political concession‘is losing its force. The soft attitude didn't 
| pay off and a "get tough" policy is ahead. United States and Britain are agreed 





UNRRA and UN-—controlled relief agencies must go out of business, future dealings made 














| in the form of food. 











United States is gradually clarifying its policy in that regard. There 











| shooting down American planes, imprisoning United States citizens on pretexts, nor 
| to those maintaining huge and costly armies while failing to provide for their own 

| food needs. Drastic cuts are planned in the early—1947 overseas shipments of gov— 
|) ernment—sponsored aids. 














Businessmen who saw the Department of Commerce take its rightful place in 











| Washington under the direction of Herbert Hoover, both during his secretaryship and 
the Presidency, are frankly worried at the switch that is becoming increasingly ap— 




















parent. It is, some say, no longer an agency to aid business but merely an appendage 





| of the State Department. 





Jesse Jones is pointed to as the last secretary to recognize the purpose of 








| the Department. Henry A. Wallace, his successor, used it as a stage for a variety 


of presentations, few of which resembled the original score. Wallace absorbed lend— 


' lease and FEA, turned the agency into a State Department annex. 














appraisal of what, his plans hold. Harriman was in London or Moscow throughout the 
war. Yet he is a sound, big and progressive businessman. Which background comes to 
the top will determine the immediate future of the Department of Commerce. 
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Weakness in Averill's governmental division is that data on production, in- 
ventories and movements of goods comes too late to be of an ny use to businessmen. It 


usually runs two months behind the fact. Department of Agriculture serves the food 
trades with figures not older than two weeks. 














Officials in Washington are developing a nervousness over the prospect of 
sugar controls being dropped March 31. Widely fluctuating markets, maldistribution 
and diversions will be but a few of the results, they say. The Administration will 
recommend continuance of controls, doesn't expect favorable action. 

















Civil Aeronautics Board is receiving inquiries about a new type of community 
development — airport—centered subdivisions. Motivation is to find a way to make 
landing fields self-supporting in spite of the inadequacy of collectible fees for 
service. Houston, Atlanta, and Evansville are typical communities interested. 




















Houston is considering a 4,000-acre community clustered about an airport. 
Atlanta envisions a shoppers airport combining air terminal facilities with extensive 
commercial development. Evansville projects elaborate park and recreational facil— 
ities near an airport to attract both highway and air traffic. 























The boast made by many Republican candidates for Congress that emergency 
war powers would be dealt a quick death blow isn't going to be carried out. Democrats 
have been sitting back, saying nothing; Republicans have been doing the talking 
and the worrying. 

















Rep. Earl R. Lewis, chairman of the GOP special. committee to study the effects 
of war powers given to the President, has come out flatly against summary action. 
sen. Alexander Wiley who heads a similar GOP group in the upper house, has tried to 
pass the buck to the Department of Justice, has asked for an opinion whether it's wise 
to knock out the Second War Powers Act. 


SS eee Oe Oe eS Oe 


Result will be piecemeal nibbling at the basic law and the statutes arising 
out of it. There's great possibility of error in going too far, chiefly by way of 
weakening national defense. Caution will be the watchword. The suggestion that all 
would be well with the country if Presidential powers were clipped no longer is heard. 
Democrats are amused, will taunt the Republicans in the new Congress. 





























With post—audit of wartime expenditures certain to require several more years 
(a truth which prompted Congress to remove the statute of limitations from the laws 
dealing with frauds against the government) the s suggestion now is heard that certified 
public accountants responsible only to Congress should be engaged to audit the books 


of government for the past 14 years. 
The idea originated with Sen. Edward V. Robertson, Wyoming Republican. His 


party is about to take over the responsibilities of management and no manager would 
accept appointment without a complete audit, runs Robertson's argument. 
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of a prefabricated house industry for Germany was the fact that the impact of a 
successful operation would be immediately felt by the factory—built home business in 

















that there is a need for 12 million additional dwellings in the next ten years." 


The Department's reasoning is palpably wrong in at least one particular. 
Prefabs would provide a use for space and machinery cleared out to destroy the German 
war potential, says the departmental spokesman. Forgotten, evidently, is the ready 
interchangeability of plant from processed housing to bombers — now working in one 
direction in the United States and planned for the opposite direction in Nazi—land. 
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the United States. But it was hinted at: "In the United States alone it is estimated | 
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“Millions of people who voted Labor at the general 
give something to the community, but because they 


N EARLY ONE AND A HALF YEARS AGO, when the war 
was coming to an end and the Labor Government 
came to power, the British people were told frankly 
that the rebuilding of a new Britain would require 
hard work and keeping their belts pulled in for two 
to three years longer. The reconversion from war 
to peace production would in itself be a tremendous 
undertaking requiring the resettlement of people 
and the relocation of factories. There were also 
thousands of bombed-out homes to be rebuilt and 
scores of factories to be repaired and modernized. 
The British people were told, and not without justi- 
fication, that to accomplish all that vast imports of 
raw materials and industrial equipment would be 
necessary. he payment for these imports would in 
no small degree depend upon a recapture of pre- 
war markets and an increase in exports by at least 
75 per cent above the pre-war level. Only as home 
production and exports expanded would it be possi- 
ble to divert more goods to the home market and 
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Upon the outcome of Britain's new social and economic program will hinge trends in world trade 


By V. L. HOROTH 


elections did not do so because they were anxious to 
were anxious to get something from the community.” 


—From a recent speech in the Parliament. 


thereby to raise the standard of living so drastically 
cut during the war. 

The average Briton appreciated the position of 
his country and was quite willing, even if he did not 
always fully agree, to give the Government a chance 
to carry out the postwar construction plans. But 
these plans also included an almost revolutionary 
program for the nationalization of certain industries 
and a far reaching reform in the field of social secur- 
ity, education and welfare, all of which would have 
ultimately created an economic order combining 
socialism and capitalism. The average Briton per- 
haps grumbled a little when he saw the textile and 
household goods which he has gone without for seven 
long years, marked “for export only” but neverthe- 
less kept on working and plodding, in the hope that 
he was helping to build a better Britain. 

In many ways the job that the British have per- 
formed under the guidance of the Labor Govern- 
ment in changing over from war to peace economy 


359 











must command respect. Several hundred bombed- 
out factories have been returned to production. The 
output of heavy industries is within 5 per cent or so 
of the pre-war level. Machinery and chemical indus- 
tries are booming, and in some lines the output is 
two and even three times the pre-war level. In fact, 
the metal, machinery and chemical industries employ 
at present nearly 2,250,000 more people than before 
the war. ‘This is an extremely encouraging develop- 
ment from the viewpoint of Britain’s future. It indi- 
cates that the British are switching to industries 
with better export possibilities. The overall employ- 
ment reached the 6,300,000 level this Fall, as com- 
pared with 3,300,000 in the mid-Summer of 1945 
and 5,500,000 in 1939. Since the tremendous labor 
changeover is losing momentum, it seems that the 
main job of redistributing the workers from war to 
peace jobs is coming to an end. 


Problems to Be Solved 


However, against this undisputed progress in 
some lines, there are industries where production has 
been lagging. The coal output, for example, has 
been barely covering the minimum domestic demand. 
The textile industries are working at levels only 
slightly more than one-half of the pre-war average. 
The result is that clothing continues to be strictly 
rationed and that the production of furniture and 
many household utensils has been kept on the “util- 
ity” basis, meaning that goods are obtainable only 
in certain standardized qualities and designs. 

Food, too, has continued to be rationed. With the 
approach of Winter, dairy and meat products have 
grown scarcer and the queues before the stores have 
lengthened markedly. A further cut in bread ra- 
tions was averted only by the decision of U. S. Gov- 
ernment to ship wheat. Fresh fruit and various vita- 
min foods are for the most part available only for 


hospitals and child welfare centers. The average 
Briton’s fare has remained almost as monotonous as 
it was during the long war years. 

In general, the Labor Party leaders’ appeal to 
the workingmen to toil harder and to pull in their 
belts has not received the response that had been 
anticipated. Not only are the workers fatigued from 
the strain of war years (sick absence is reported to 
be two to three times as high as before the war), but 
the incentive to work harder and earn more has sim- 
ply been lacking, primarily because there has been 
little to spend money for in the way of consumers’ 
goods, extra food or new houses. So the workers 
have been staying at home and efficiency has gen- 
erally suffered. It has been almost impossible to get 
anyone to do hard work in the mines and coal fields, 
one reason being that people lack the pep and 
energy. 

Moreover, it has become obvious that the man- 
power reservoir is becoming exhausted. Although 
the working population has never been higher, the 
country could use at least 2 more million workers. 
The coal mines which are particularly suffering 
from widespread absenteeism could use at least 150,- 
000 more workers while the textile industry would 
need around 300,000 more to bring the output up 
to the pre-war level. On the other hand the civil 
service—the huge bureaucratic machine required to 
operate complicated controls over the British econ-- 
omy—employs more than twice as many people as 
before the war. Recently the agitation for a 40-hour 
week has added to the Government worries. 

The causes and the consequences of these develop- 
ments came gradually into sharper relief late last 
Summer. It became obvious that it would be possi- 
ble to push production above the current levels only 
if the productivity of the British worker was raised 
above present levels. The way to do this was (one) 
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by speeding up the installation of labor saving ma- 
chinery, which would increase the productivity of 
labor; and (two) through the elimination of absen- 
teeism and through stimulating the worker’s initia- 
tive by providing him with more consumers’ goods. 

The modernization of British industry seems to 
have run into a number of snags. Deliveries of new 
machines have been slow, partly because too much 
machinery is being set aside for exports. Many in- 
dustrialists have been hesistant about investing more 
capital in their businesses because of the threat of 
nationalization or the extension of Government con- 
trols. As in the case of workers their initiative has 
also suffered from Government regimentation. How- 
ever, the chances of earning moderate profits are 
good, as the excess profit tax is to be eliminated in 
1947. 


Factors Behind Export Drive 


It seems that the whole British reconversion has 
been caught in a vicious circle which will be ex- 
tremely difficult to break. On one hand, the expan- 
sion of production—which would provide more goods 
for the domestic market as well as for export—can- 
not be very well achieved without giving freer reins 
to the businessman’s initiative and without providing 
the worker with more consumers’ goods to get him 
interested in raising his earnings. On the other hand, 
the foreign trade situation is demanding more plan- 
ning and more controls and the continuation of war- 
time austerity. 

The overall trade figures, which have in fact been 
quite encouraging, do not quite reveal Britain’s pre- 
dicament as far as the balance of payments is con- 
cerned. Although the country needs vast amounts of 
foreign raw materials and foods, the volume of im- 
ports has been about 30 per cent less than before the 
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war. For example, the 1946 imports will cost £1,300 
million; the 1938 imports would have cost, at the 
present price levels, around £1,800 million. At the 
same time, the 1946 exports are expected to exceed 
£900 million, which on the face of it is a very fine 
record, since two years ago, in 1944, the exports 
aggregated only about £265 million. In other words, 
exports practically doubled in 1945 and again in 
1946. On a volume basis, the 1946 exports are fully 
as large as the exports in 1938. As a result of all 
these developments, Britain’s excess of imports in 
1946 will probably be the smailest in the past ten 
years. 

But while the 1946 overall trade deficit was rela- 
tively small, its financing has resulted in a far 
greater drain on Britain’s valuable and none too 
large resources of hard currencies (dollars, Swiss 
francs and Swedish kroner) than the overall trade 
figures indicate. As will be seen from the accom- 
panying table, more than 50 per cent of Britain’s 
imports during the first nine months of 1946 origin- 
ated in the hard currency area: in the United States, 
from which country Great Britain gets the bulk of 
its cotton, tobacco, and machinery imports; in Can- 
ada, on which it depends for bread grains, dairy 
products, and minerals; in Cuba and the West 
Indies, which supply sugar; in Sweden, which sends 
timber and newsprint; in Argentina, which provides 
meat products and fodder grains; and, finally, in 
Switzerland. The British exports to all these coun- 
tries amounted to only about one-fifth of the total 
exports in the nine-month period of 1946. The re- 
sult was an unfavorable balance of about £340 mil- 
lion, with prospects that for the full year the figure 
will reach £500 million or about $2 billion. 

This is not all, however. The sharp rise in the 
United States price level (Please turn to page 391) 
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Great Britain: Trade by Countries. Prewar and 1946 
(All figures in millions of £) 
(In Per Cent) 

Distribution Distribution 

Full Year 1938 9 mos. of 1946 of Imports of Exports 

Imports Exports Balance Imports Exports Balance 1938 1946 1938 1946 

Grand Total 919.2 470.4 —448.8 925.8 643.1 —282.7 100 100 100 100 

Dollar Area 231.6 53.6 —178.0 359.3 58.6 —300.7 25 39 1 9 

United States 117.6 20.4 — 97.2 161.8 24.8 —J37.0 12 18 4 4 

Canada 79.2 22.8 — 56.4 139.7 21.8 —117.9 9 15 5 3 

West Indies & Cen. A. .......ccccecceeseseee 34.8 10.4 — 24.4 57.8 12.0 — 45.8 4 6 2 2 

Other Hard Currency Areas ................ 70.4 36.2 34.2 114.6 78.2 — 36.4 7 12 8 12 

Sweden & Switzerland ...............00000 32.0 17.0 — 15.0 61.9 63.9 + 2.0 3 7 4 10 

Argentina 38.4 19.2 — 19.2 §2.7 14.3 — 38.4 4 5 4 2 

Sterling Area 303.6 218.4 — 85.2 321.2 320.5 — .7 33 35 46 50 

Australia & N. Z. 58.0 — 62.8 107.1 60.0 — 47.1 12 12 12 9 

India & West Asia 48.0 — 31.6 88.4 96.2 + .78 10 9 10 15 

Africa 73.6 + 10.4 90.6 118.1 + 27.5 7 10 16 18 

Other areas 38.8 — 1.2 35.1 46.2 + 11.1 4 4 8 7 

**Soft’’ Currency Arecs ........:....ccccccccsees 313.6 162.2 —151.4 130.7 185.8 + 55.1 34 14 33 29 

France 24.0 15.6 — 8.4 7.7 26.0 + 18.3 3 1 3 4 

Other Western Europe* ..............:::20 206.4 109.8 — 96.6 50.9 104.8 + 53.9 22 5 23 16 

All other Europe 44.8 32.4 — 12.4 34.3 51.5 + 17.2 5 4 7 8 
Brazil = EOF 15.2 16.0 15.1 7.9 — 7.2) 

Other S;: Ax Cen. Arcemtina): ccccccccc cscs tems, nae 29.2 12.7 — 16.5 § 4 5 3 3 

* Excluding Sweden, Switzerland and France 














AGRICULTURE 
GOES 


big Txssiteweas 


By NORMAN T. CARRUTHERS 





ARMING, traditionally a feast or famine business, 

has come into its own during the war-time period 
following the lean 1930’s. At the beginning of 1946 
the average farmer had $2.50 cash assets for every 
dollar he owed ($20 billions vs. $8 billions) ; this was 
the reverse of the prewar status when farmers owed 
$2 for every dollar they had in cash. The farmer is 
in a strong position to reorganize his domain, in- 
crease his holdings and complete the mechanization 
and efficiency program which lagged during the war 
due to the scarcity of equipment. With more fer- 
tilizer, stronger pest killers, more specialized ma- 
chinery and the power to use it, he will not only 
make two blades of grass grow where one grew be- 
fore, but cut down his labor bill and release some of 
the hired men and horses for other work. 

We have ten million so-called farmers, but only 
half of these are professional farm operators, the 
others being laborers, retired farmers, etc. 57% of 
farm operators have checking accounts and 60% 
hold government bonds. Earlier this year a govern- 
ment representative found that 9% of them 
planned to buy cars, 27% farm machinery, 29% 
planned farm construction and repairs, 18% house 
construction and repairs, and 29% wanted various 
durable goods, while 7% intended to buy additional 
farm land. 

With over $100 million involved in farm and farm 
assets, agriculture has become “big business.” The 
net income of farmers almost equals that of all other 
business “proprietors,” and it exceeds the net income 
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On vast farms power equipment has 
brought mass production methods. 


Ps +2 ‘ 





of incorporated business, according to the report of 
national income for 1944 prepared by the Depart- 
ment of Commerce. While farm net income is 
roughly one-third of net income for all business, it 
may include a considerable amount of labor con- 
tributed by the farmer and his family, which in other 
industries would be classed as wages. 

The program of electrifying the farms, stimu- 
lated by competition between the private utilities 
and the Rural Electric Administration is now well 
advanced. Three quarters of all farms have power, 
either connected or available within a quarter of a 
mile, and 600,000 more will be electrified by the end 
of 1948. 


Machinery Purchases 


Farmers are expected to buy $1 billion of ma- 
chinery this year, a substantial gain over 1946. 
There will be a bumper crop of new-type machines, 
many deferred from last year. International Harves- 
ter’s new cotton-picker will do the work of 30 to 60 
hand pickers but the machine won’i be available in 
volume until 1948. (It is reported that a completely 
mechanized farm can produce cotton at 5 cents a 
pound). Minneapolis-Moline has had trouble with 
its one-man hay baler, but is now getting in produc- 
tion. A new forage harvester will permit one man to 
load 10 tons an hour without heavy work; it chops 
hay or corn, blows material into a wagon. Massey 
Harris recently started making the first self-pro- 
pelled corn pickers which pick up the corn and husk 
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it 25 to 30 times as fast as a man can do. Another 
machine splits the stems of alfalfa while cutting it, 
thus reducing hay curing time one-half. Food Ma- 
chinery Corp. is working on a new machine for 
spraying fruit trees, to be operated by one man in- 
stead of two. A new machine available next year will 
dig potatoes, eliminate dirt, etc. and put them in 
sacks. Many new kinds of “baby tractors” will be 
available for the small farmer, and there will also be 
some new models of the bigger machines. The big 
Willow-Run plant, acquired by Kaiser from Ford, is 
getting into production on the “rototiller” which 
combines plough, disc and harrow operations. 


Progress of Mechanization 


Farm mechanization has increased rapidly despite 
the depression and war handicaps. There are now 
2,000,000 tractors on the farms, or double the 
amount 10 years ago, and another 1,000,000 are 
expected by 1950; in that year there may be one 
tractor for every two farmers compared with one for 
fourteen in 1930. Rubber-tired equipment, one-man 
combines, and many tractor attachments have re- 
sulted in a great increase in efficiency. Use of power 
equipment has released fifty to sixty million acres 
of crop land, formerly needed to raise feed for horses 
and mules, for production of human food. Applica- 
tion of fertilizer has doubled, and use of lime tripled 
in recent years. Greater soil conservation may be 
expected in the future. 

Plant breeders have developed many improved 
crop varieties. Hybrid corn (developed by Henry 
Wallace and others) is now widely grown, resulting 
in a substantial increase in yield. New sturdy and 
disease-resistant varieties of wheat, oats, barley, soy 
beans, alfalfa and other crops are being introduced. 

During the war many farmers had to get along 
with old equipment. Much of the old animal-type 
machinery was adapted for use with tractors, junk 
yards were searched for obsolete equipment and ma- 
chinery was sometimes worked day and night. For- 
tunately, the government recognized the need for re- 
pairing over-worked equipment and permitted heavy 
production of repair parts. 


Bigger Farms 


While the farm machinery makers are paying con- 
siderable attention to the small farmer, giving him 
better garden tractors and rotary tillers, the big 
farms have the advantage because they can afford 
to buy huge combination machines which reduces 
farming to a mass production basis. The average 
acreage per farm has increased from 138 in 1910 to 
174 in 1940, and is probably still increasing. The 
number of big farms—1,000 acres or more—has in- 
creased 50% in the two decades ended 1940 (latest 
figures available). There were over 100,000 of these 
farms, making up one-third of all farm land com- 
pared with 23% in 1920. 

The big farms, however, had only 7.6% of the 
total value of farm machinery, which seems to in- 
dicate that they use machinery more efficiently than 
the small farm. 

Science is rapidly invading the farm. Even the 
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routine, chores such as feeding the hogs have drawn 
the attention of “time study” experts recently. R. M. 
Carter, a rural sociologist at the University of Ver- 
mont, published one of the first efficiency studies 
three years ago and this has been followed up by 
other “time and motion” studies. Professor Carter 
analyzed the routine of a small dairy farm and as a 
result of his studies and the expenditure of $50 for 
new equipment, the farmer was able to cut his daily 
walking by two miles and save two hours time a day. 

The General Education Board (sponsored by the 
Rockefellers) has financed other research projects at 
farm schools. Dr. Harden of Purdue thinks this 
work has definitely proved the value of “time and 
motion” studies. One project has helped hog raisers 
in Indiana, redesigning pig pens to save labor. The 
labor required to handle celery was reduced 44% by 
stream-lining methods and using a better packing 
crate. Sixteen operations for harvesting potatoes 
have been reduced to five. In studying a chicken 
farm one man was found to be five times as efficient 
as another in doing the same job. As Dow Jones 
pointed out, it is easier to apply efficiency studies on 
the farm than in the factory because labor isn’t or- 
ganized, or prejudiced against so-called “speed up” 
methods. 

A great deal of scientific research is also under 
way in the laboratories to aid the farmer. The A & P 
stores are financing a three-year nation-wide chick- 
en-breeding contest to develop a model chicken. Cali- 
fornia University experts are trying to bring back 
native grasses, to provide a month’s more feeding 
time for livestock. Other experts raise “good” in- 
sects to destroy bad ones (usually by laying eggs in 
their victims) to help raise oranges—since orange 
pests have been getting tougher in recent years, 
showing greater resistance to poisons. The oil and 
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Farmers are -also 
: : benefitting by war- 
Rising Output of Leading Cash Crops Used in Industry time development of 
1935-44 Indicated synthetic nitrogen, 
~— — sed formerly used in block 
Corn thousands of bush 2,608,499 3,018,410 == 3,371,707 busters but now for 
fertilizer. Production 

Wheat eas. dia ae ere nc 843,692 1,123,143 ‘1,167,319 ‘ 
of nitrogen has been 
I as ck cia a TS ee OL). ge ees oe 23,426 _ 36,688 22,842 tripled (to 1,500,000 
BE ccitieunicennme. <2 MT — peice 103,457 191,722 183,393 tons) by using the new 
process and it is re- 
PNNOE | sete ” gn pees Rene one 5,240 3,664 3,452 ported that eventually 
Cotton ee ee 12,553 9,015 8,482 the price will drop to 
$20 a ton compared 
UNI A dcacsence tena tcteecceaniertane RS anda cscrescstcoeersecen 1,587,964 2,061,570 2,037,375 with $90 prewar. For- 
; merly, the high price 
Source: Department of Agriculture. of fertilizer including 
— freight prevented 











chemical companies are doing an immense amount of 
farm research. DDT is only one of many new chem- 
icals designed to combat insects and fungus growths, 
kill weeds selectively, prevent premature droppin,z 
of fruit, etc. The fact that much of the war was 
fought in insect-infested tropical areas was a boon 
to the farmer. Insecticides developed to combat lice 
and mosquitoes have found new uses on the farm. 
Some poisons are fed to the plants through the soil, 
and kill the insects when they eat the plants. 

An outstanding development is 2,4-D, a selective 
herbicide. Among other new products are Rhothane, 
Gammexana (666), Azobenzene and Xanthone (a 
control for red spiders), Phenothiazane (to control 
coddling moths), chlorinated hydro-carbon (1068) 
for cotton insects, etc. New methods have been de- 
veloped for spraying these products by the aerosol! 
method, which speeds the effect and increases the 
coverage. A number of new fungicides have been de- 
veloped, with formidable names too long for listing 
here. 


western farmers from 
using much of it, but now this handicap will be re- 
moved. In the south and middle west, crops such as 
cotton and corn can be increased 2 to 4 times on the 
same land by the use of fertilizer. One of these new 
nitrogen plants is owned by Lion Oil Company at 
Eldorado, Arkansas. The process, which is almost 
automatic, uses 30,000,000 cubic feet of gas daily 
and in a year the plant can turn out over a quarter 
of a million tons of fertilizer. Other big war plants 
are being converted by Spencer Chemical, Commer- 
cial Solvents, Cactus Ordnance, Allied Chemical, etc. 
Farmers are expected to use 14,000,000 tons of fer- 
tilizer next year—double that of 1939 and triple the 
1932 level. 

Just before the war we heard a great deal about 
Chemurgy—the use of farm products in industry. 
While the war obscured the topic, the trend is still 
in evidence. After years of experiment southern 
slash pine is being successfully used to produce paper 
or newsprint. Grain alcohol is being used in motor 
fuels, milk in the making of paint and plastics, corn- 
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was 80 times as great 
as in 1919 and the 
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Equipments 


Which Companies Will Benefit Most 
From Higher Rail Income? 





By STANLEY DEVLIN 


| OUR PERIODICAL REVIEWS of the 

rail equipment industry during 
1946, our stories were mostly a rela- 
tion of contrasts between many 
operating handicaps and _ increas- 
ingly bright longer-term potentials. 
Currently, as 1947 opens, it seems possible that un- 
less labor troubles again arise to hamstring makers 
of durables, production of railroad cars and motive 
power may proceed apace. 

As the lag in output of almost desperately needed 
new equipment last year only served to build up 
backlog orders, and the 17.6% advance in freight 
rates has been encouraging to the rail managements, 
hopes of the manufacturers for a profitable 1947 
year have been warrantably raised. Indeed, the fav- 
orable factors now carry sufficient weight to extend 
the probable period for satisfactory earnings to 
several years ahead rather than one. Because rail 
equipment shares in the Magazine of Wall Street’s 
group index declined during 1946 rather faster than 
the 300 stocks average, they warrant close study 
for possible acquisition when the right time appears. 

Despite the impact of strikes and serious shortage 
of materials, plus rising costs last year, many siz- 
able units in the industry will probably report 1946 
profits somewhat above their dividend requirements, 
although frequently lower in comparison with the 
previous year. But, as always happens, progress 
in this direction has been far from uniform. The 
makers of brakes, for instance, have been more for- 
tunate than other branches in the industry, and un- 
doubtedly improved upon their 1945 net earnings. 
Barring the unforeseen, however, practically all 
branches of the industry now stand a good chance 


JANUARY 4, 1947 


The nation's railroads enter a new era when 
modernized power and service must be supplied 










of bettering their 1946 performance, and in some in- 
dividual cases by a comfortable margin. With this 
in mind we will now scan the different segments of 
the industry in order to point out where potentials 
seem brighter for a few leading concerns in their 
respective fields. 

For a year or more past we have repeatedly 
pointed out to our readers the reluctance of rail- 
roads to buy nearly enough new freight cars dur- 
ing the decade prior to the war, with the result 
that most of their rolling stock was far over age 
and rendered even more obsolete from heavy war- 
time use. Latest figures from authoritative sources 
show that replacement needs have now swelled to a 
point where at least 350,000 cars must be purchased 
within the next five years just to maintain traffic 
on an even keel. Additionally, 100,000 others of 
special design will probably be needed ‘to keep 
abreast with increasing traffic and the trend to- 
wards technological improvements of one kind or 
another. These requirements are of a minimum 
“— apparently, and may be exceeded in the actual 
tally. 

While offhand this might seem about all the busi- 
ness the carbuilders could handle, and then some, 
it so happens that their capacity is geared to turn 
out about 160,000 freight cars per annum, aside 
from 20,000 which could be turned out in the rail- 
road shops. While an average of 100,000 cars a 
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year, accordingly, would assure the manufacturers 
of excellent business opportunities, the task would 
by no means be beyond their ability to achieve. 
Given a better flow of raw materials, especially of 
steel, and freedom from work stoppages, the in- 
dustry could rather comfortably raise production 
in 1947 to a higher level than for more than twenty 
years past. Weighed against a probable output 
of only 41,000 cars during 1946, potentials for the 
coming year are thus considerably brightened. 

As a backlog of orders to start the new year 
with, it is reported that on December first freight 
cars contracted for by builders and by the roads’ 
own shops totaled 69,294, representing a steady up- 











trend since 1946 began. Great difficulties experi- 
enced in getting materials of course largely account- 
ed for the expansion in unfilled orders, but as 
pointed out earlier in our article, the financial cour- 
age of the roads has been stimulated by the rate 
boost, so that it would be strange if they did not 
soon step up their efforts to acquire new rolling 


stock. As it happens, also, the investment markets 
are hungry for large amounts of equipment cer- 
tificates collateralled by new freight cars. Thus the 
railroads are in a position to borrow ample funds 
at record low rates to finance their purchases, mak- 
ing repayments of principal annually over a period 
of from ten to twenty years. Conceivably, the 
equipment thus bought might produce revenues 
enough to pay for itself with no heavy burden upon 
the buyer. In any event it is a factor which to 
some degree offsets the uptrend in prices for freight 
cars. Average cost of these to the buyer has risen 
from a level of $3500 to $3700 within recent months. 

Among the larger freight car builders likely to 
expand production during the coming year is 
American Car & Foundry Company. As this con- 
cern also ranks as an important maker of passenger 
cars, volume from this latter source helps to dis- 
tribute overhead. Backlog orders of ACF have 
been piling up at a great rate since early in 1946. 
From a base at that time of $85 million, unfilled 
orders had soared to $190 million quite recently. 
While operations during 1946 were much restricted 
by materials shortages, with consequent burden up- 
on earnings, an improvement in this respect during 
the near term might result in bringing net for the 
fiscal year ending April 30, 1947 up to at least 
the $5.54 per share reported for the previous twelve 
months. As working capital was swelled by over 
$7 million through the sale of ACF-Brill Motors 
Co., the $3 per share (Continued on page 386) 















































Pertinent Statistics on Rail Equipment Manufacturers 
Revenues—— Divi- 
Order 1936-40 1941-45 ———— Net Per Share a 1946 Recent 3 dent 
Backlog ———- Average 1929 1932 1939 1944 1946 Dividend Price Yield 
LOCOMOTIVES: 
American Locomotive Co. .......... $90 $31.4 $270.8 $2.70 def$4.61 def$2.37 $4.58 $1.83Je6 $1.65 $25 6.6% 
Baldwin Locomotive Works.......... 94 43.3 171.9 1.07 def6.50 41 3.81 1.85Je12 1.25 21 5.9 
Lima Locomotive ..................0.000. 52 6.1 50.7 2.37 def5.23 def.64 6.97 N.A. 3.00 47 6.4 
CARS: 
American Cor & Fdry.................. 155 42.3(a) 208.4 5.44 def7.07 _ def3.40 7.19 5.54(b) 3.00 50 6.0 
Pressed BOOe) GO ..n...c0s..cessccesesiess 30 15.8(f) 28.0 N.A. N.A. def1.71 1.96 def.70Se9 -50 13%2 3.7 
Pull PI asad ts chcaacaciesoaeitaas tes 293t 110.5(#) 325.1 5.24 def.1.00 1.05 3.99 -58Se9 3.00 54 5.5 
Youngstown Steel Door ................. N.A. 6.1 9.6 N.A. def.24(e) 1.20 1.10 -31Je6 75 18 4.1 
OTHER RAIL EQUIPMENT: 
American Steel Foundries............ N.A. 23.2 77.8(c) 4.70 def1.99 1.15 3.36 -39Je9 2.00 33 6.0 
General American Transp............. N.A. 36.6 76.3 7.56 2.20 3.11 3.05 2.14Se9 2.50 51 4.9 
General Railway Signdl................ N.A. 4.2 38.9 8.25 1.55 -34 2.50 -03Se9 1.75 29 6.0 
Pee bs Ratt N.A. 7.4 16.9 4.16 def} .99 96 1.44 1.87Se9 1.25 17 7.3 
Westinghouse Air Brake................ N.A. 24.0 69.9 2.78 -46 .87 1.68 2.13Se9 1.75 32 5.5 
N.A.—Not Available. def—deficit. Jeé—For 6 months ended June 30. Jel2—For 12 months ended June 30. Je9—For 9 months 
ended June 30. (a)—1933-49 Average. (c)—1942-5 Average. (e)—1933. (#)—1937-40 Average. Se?—For 9 months ended 
September 31. (b)—For fiscal year ended April 30, 1946. 
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LANCING BACK over the security markets of 1946, 

it is interesting to note how many important new 
offerings represented opportunities for public par- 
ticipation in concerns formerly owned entirely or 
largely by family groups. Such a trend cannot be 
rationally ascribed to any one motive on the part of 
owners long established in a family business. Rather 
has it been true that varying individual circum- 
stances have influenced decisions to invite outside 
capital into a private enterprise which for years past 
might have been adequately financed by insiders. 
While undeniably, the glut of available investment 
funds and the low yields which were acceptable dur- 
ing most of 1946 created a rare chance to distribute 
securities on favorable terms, there is no evidence of 
liquidation in its ordinarily accepted meaning, nor 
any thought of “letting the public in on a good 
thing.” Questions of inheritance taxes, capital 
gains, a desire to establish a free market for secur- 
ities or to diversify family holdings, were account- 
able for some of the sales of preferred or common 
stocks. 

In other cases, a business had grown to such pro- 
portions that needs for additional working capital 
or for expansion of facilities had outdistanced the 
private funds normally at the disposal of a concern 
closely held by family interests. Mention of this is 
made because in many instances, proceeds of numer- 
ous first public offerings went to company treasuries 
rather than to the bank accounts of private parties 
who importantly were in control, although at times 
both of these results were accomplished. 

It is not difficult to envisage how desirable it has 
become for successful and sizable concerns, devel- 
oped for generations by a single family group, to 
attract outsiders into their business via the route of 
stock ownership. Dozens of family members or pros- 
pective heirs add to the complexities of tax consider- 
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ations or to the possibility that de- 
spite the most satisfactory income 
received, the securities from which 
they benefit may enjoy a rather 
indefinite value or at times prove 
difficult to convert into cash. In 
case, as often happens, sizable 
blocks of stock in a_ privately 
owned corporation are held by ex- 
ecutives at the time of death, the 
shares might have to be sacrificed 
at a ruinous price in order to raise 
funds to pay inheritance taxes. In 
such an eventuality the heirs would 
stand to suffer severely from the 
shrinkage in value of their propor- 
tionate interests. 

Sometimes, too, either an indi- 
vidual or a trustee finds his port- 
folio forced long out of desirable 
balance by preponderant holdings 
in a family enterprise, excellent 
though they may be, and through 
the urge to diversify may take 
steps to approve a large scale dis- 
tribution. In this case, considera- 
tion of income tax could weigh 
heavily in the scale also, for if the shares had been 
held for more than six months, any profits realized 
would be limited to 25% under the Capital Gains 
provisions of the Internal Revenue law. Hence hold- 
ers in high income tax brackets would stand to bene- 
fit broadly from profits derived from this source. 
From more than one angle, therefore, it sometimes 
becomes desirable to part with long cherished hold- 
ings in order to build up cash resources or to reinvest 
in other media. 

First time public offering of shares in Alexander 
Smith & Sons Carpet Co. earlier in the current year 
aroused a good deal of investor interest. The origin- 
al start of this business dated back to 1845, when the 
original Alexander Smith set up shop in West Farms, 
N. ¥. Now the company’s plant at Yonkers is the 
largest single one in the country making wool floor 
coverings. As of December 31, 1945, total consoli- 
dated assets of this company had grown to more than 
$35 million, although by that time control of the 
business was broadly distributed among 33 descend- 
ants of the founder, or held in trust for them, the 
percentage of ownership approximating 76%. In 
1944, the company enlarged a minority interest 
held in Sloane-Babon Corporation to achieve a ma- 
jority control, thus creating substantial diversifica- 
tion through the manufacture of linoleum and felt 
coverings, not to mention hard floor coverings of 
various description. As a result of this combination, 
it appeared wise to shift distribution from long es- 
tablished channels through wholesalers to furniture, 
department stores and mail order houses direct. To 
accomplish this end and to expand capacity to meet 
a tremendous deferred demand accumulated for the 
company’s products during war years, some $9.5 
million of additional capital was needed. At this 
point for the first time in its history, the company 
turned to the public for funds, selling 50,000 shares 
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Balance Sheet Comparisons 


(000 omitted) 
Cur- Work- 
Cur- rent i 
Total rent Lia- Capi- Book Value 
Assets Assets bilities tal Per Share 


Carson, Pir'e, Scott & Co. $20,237 $15,843 $6,701 $9,142 $673.55(a) 






































Corning Glass Works ........ 35,796 19,825 5,682 34,143 8.29 
Felt & Tarrant Mfg. Co... 8,007 7,115 1,391 5,724 12.43 
Fownes Bros. & Co.........00+ 1,742 1,477 506 971 3.53 
Gulf Oil ..........0 --- 664,486 150,771 75,720 75,051 51.30 
PN, BRS Dac esieicecesencscosenness 82,677 50,984 14,078 36,906 N.A. 
Lees, James & Sons Co..... 19,278 13,500 3,965 9,535 16.97 
DINU Usage Sense toss scsseechcvestanes 8,202 6,995 3,102 3,893 N.A. 
Smith, Alex & Sons............ 35,488 23,274 4,206 19,068 35.00 





N.A.—Not Available. (a)—Per 6% Pfd. Share. 




















of 344% preferred to bankers, along with about 
156,000 shares of common stock, leaving 781,000 
shares approximately in the hands of the family. All 
proceeds from the financing went to the company. 
Original offering price of the common was 31 per 
share and after listing on the Big Board the price 
soon soared to 5514. During the recent market de- 
cline the price dipped to a recent level of around 37. 
For nine months ended September 30, 1946, net sales 
of about $30 million were reported, producing earn- 


ings equal to $2.22 per share. T’o date in 1946 divi- 
dends totalling $1.60 per share have been: paid. 
Outlook for this enterprise seems above average 
bright for several years to come, due to the vast de- 
terioration of carpets in recent years and the amount 
of new building in sight. 

Another outstanding instance during the current 
year where a closely held corporation entered the 
outside market to raise capital was that of H. J. 
Heinz Company. While we presented a special study 
of this concern in our November 9 issue, we will 
briefly review the main facts. Since 1869 members of 
the Heinz family or individuals connected by mar- 
riage had held title to practically all of the stock. In 
the course of building up sales of various food prod- 
ucts to a peak of $114 million in 1946, accumulated 
profits from the business or investments by family 
connections had supplied all needed funds aside from 
normal bank borrowings. But in recent years, plans 
to increase facilities on a large scale, plus increased 
inventory values, led the company to sell 100,000 
shares of preferred and 200,000 shares of common to 
underwriters. This move brought approximately 
$17.6 million net into the company treasury. As the 
company had never failed to pay a dividend since 
1911, the common stock was warrantably sought 
after by conservative investors. Offered on the heels 
of the drastic general market decline in the current 
summer, the price of the (Please turn to page 388) 








A Decade of Sales and Earnings of Leading “Family-Owned” Enterprises* 





1937 1938 1939 1940 1941 1942 1943 1944 1945 1946 
CARSON, PIRIE, SCOTT & CO. 
Net Sales ($ thousand)................ 47,687 40,433 43,741 49,183 54,956 57,230 37,657 41,313 46,238 36,782Se8 
Net Per New 6% Pfd.....cccsecsseessees 18.16 def64.57 2.11 16.48 71.82 57.19 51.48 47.47 53.69 86.54 Se8 





CORNING GLASS WORKS 
Net Sales ($ thousand) 
Net Per Shore ........... 
Dividends Per Share . 





03 ‘3 
Not Available 





20,687 17,079 20,041 24,753 36,500 43,278 51,000 
1. -44 96 1.15 1.52 1.19 1.26 


52,398 48,202 48,412My12 
1.16 -86 





FELT & TARRANT MFG. CO. 


Net Revenues ($ thousand) 
SE UT MNOUD - cocccceintcovenssesccoseorsnosor 





6,113 3,697 4,450 5, 
3.09 -98 1.28 1.9 
Dividends Per Share................000++ 2.02 -68 1.36 1.63 


-77 My12 
-50 -50 -50 -50 -50 
829 8,780 7,098 7,436 6,773 6,091 3,804Je6 
0 2.65 1.76 2.04 1.79 1.34 1.32 Jeb 
1.70 1.40 1.25 1.11 1.30 1.53 





FOWNES BROS. & CO. 











Net Sales ($ thousand)............... 1,320 1,410 1,724 1,878 2,107 2,325 2,727 3,097 3,191 2,247Je6 
Net Per Share .03 .05 15 15 -21 - 14 36 39 -71 Jeb 
GULF OIL | 
Gross Oper. | ($ th d) 278,676 266,329 276,689 273,078 337,800 349,940 405,565 482,862 504,693 256,191Je6 

ok a RE 3.03 1.29 1.54 2.44 3.70 2.53 3.26 4.83 4.76 2.95 Jeb 
Dividends Per Share ................... 1.00 1.00 1.00 1.25 1.50 1.50 1.50 2.00 2.00 2.50 





HEINZ, H. J.—Fiscal year ended April 30 























Net Sales ($ thousand)................ 53,980 57,081 58,827 62,715 62,021 71,900 84,076 93,351 112,815 114,150 
Net Per Share ................. no ne 2.08 1.80 1 2.14 2.03 2.10 2.34 2.15 2.62 
Dividend Per Share N.A. N.A. N.A. N.A 1.50 1.50 1.50 3.50 1.50 
LEES, JAMES & SONS CO: 

Net Sales ($ thousand)................ 14,024 11,347 14,792 16,835 26,685 22,413 25,890 25,376 22,525 21,647Se9 
og -06 def.03 1.21 -74 1.21 48 ofa 95 -99 3.40 Se? 
Dividends 18 Nil -18 18 18 18 -18 18 18 N.A. 
OHRBACHS—Fiscal year ended July 31 

Net Sales ($ thousand)................ 12,330 12,723 13,368 14,587 16,644 20,591 24,066 23,976 26,426 30,200 
Net Income ($ thousand).............. 468 253 222 341 376 549 562 390 348 867 
SMITH, ALEX. & SONS 

Net Sales ($ thousand). 19,165 14,436 21,810 23,628 33,955 32,550 36,988 33,666 30,617 30,668Se9 
Net Per Share .......... = -72 16 3.69 3.39 3.66 2.03 1.60 1.49 1.48 2.22 Se? 
Dividends Per Shore .... N.A. Nil Not Available —————_—_——_——_ -80 -80 1.60 





June 30. MyJ2—12 mos. ended May 31. 


N.A.—Not Available. *—Earnings per share on stock are adjusted retroactively, to give effect to new financing. Je6—6 months ended 
Se8—8 months ended September 30. Ss 


e9—9 months ended September 30. 
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Investment Comparison Of 
Two Leading Sulphur Companies 


FREEPORT 


VS. 





By ROGER CARLESON 


HERE IS SOMETHING about the sulphur business 

much more comforting than usually is associated 
with fire and brimstone. Briefly thé industry’s at- 
tractiveness is founded on its unique price stability 
and its unusually lucrative profit margin. Texas 
Gulf Sulphur and Freeport Sulphur, leading pro- 
ducers which dominate the domestic field, have as 
their outstanding characteristics which appeal to 
the investment public: 

1. Relatively high margin of profit. 

2. Broad industrial demand for 
products. 

3. Almost complete lack of competition from other 
chemicals. 

4. Freedom from price cutting within the indus- 
try. 

5. Unusually low labor factor. 

The principal derivative of brimstone sulphur is 
sulphuric acid, one of the most essential and widely 
used chemicals. In one form or another sulphur is 
used in almost every manufacturing industry. of im- 
portance. The largest consumer is the fertilizer in- 
dustry but consumption of sulphuric acid has be- 
come increasingly important in rayon, in plastics, in 
rubber and in natural textiles. Other industries 
using substantial quantities include oil refining, iron 
and steel, other chemicals and paper. Demand for 
sulphur varies in a general way with the rate of in- 
dustrial activity. Sales are seldom influenced by price 
considerations. 

One of the chief characteristics of the industry is 
price stability. Unlike almost any other essential 
commodity, sulphur has not advanced since the 
middle 1920’s. The price was reduced from $18 to 
$16 a ton in 1938 and that has been the only change 
in about eighteen years. In view of the fact that 
there are only a few domestic producers and sources 
of brimstone outside this country are limited, there 


principal 


appears to be little prospect of wide price fluetua- 


tions in the future. 


Although costs have increased moderatély, labor 


represents a comparatively small part’ of gross 
revenue and net income is high in relation to gross 
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‘Texas Gulf, for example, operating profits, after 
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sales even for a mining venture. In the case of 
depreciation, have been ranging recently around 50 
per cent of gross while net has averaged about 30 
per cent of gross sales in recent years. In the case 
of Freeport operating profits after depreciation 
have ranged between 25 and 30 per cent while net 
after taxes in recent years has ranged between 20 
and 24 per cent of gross. Even allowing for the 
fact that reserves are being depleted such a high 
rate of net is unusual. These figures on profit 
margins are not directly comparable because in the 
case of Freeport, operating profit is reported after 
special profit sharing payments which in recent 
years have amounted to several million dollars. If 
these were excluded, operating ratio figures would 
be almost as high as in the case of Texas Gulf. 











The chief derivative of sulphur is 
sulphuric acid, in wide demand 
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Notwithstanding innumerable similarities, the two 
dominant factors in the sulphur industry have sev- 
eral interesting and significant differences. These 
tend to explain the divergencies in market appraisal 
of earning power as well as the superior long-term 
price enhancement of Freeport Sulphur which has 
carried the stock virtually to the same level as Texas 
Gulf, thereby minimizing the traditional premium 
the latter had commanded for years. 

Perhaps the outstanding difference between the 
two companies is exemplified by the seeming con- 
tradiction in management attitudes toward possible 
eventual exhaustion of mineral reserves. While the 
Texas Gulf organization has appeared content to go 
along disposing of sulphur deposits at the rate of 
some 2 million long tons a year without provision 
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for the time when operations may 
become commercially unprofitable, 
the Freeport organization, on the 
other. hand, has evinced a keen in- 
terest in discovering other sources 
of mineral wealth to be developed. 
In fact, Freeport has indicated a 
willingness to spend a substantial 
part of its $16 million cash accu- 
mulation in acquiring undeveloped 
mining situations worthy of ex- 
ploitation. 

Other dissimilarities are dis- 
closed in a comparison of earnings 
and production statistics. These 
stress the impressive growth of 
Freeport since present manage- 
ment came into control more than 
a dozen years ago. The records 
reveal the greater proportionate _ 
productivity of Freeport and 
Texas Gulf’s more liberal dividend 
policy, which has resulted in dis- 
tribution of substantially all of 
net profits in dividends in the last decade. 

Annual output of Texas Gulf, which has aver- 
aged about half a ton annually for each share in the 
last year or two, is believed in trade circles to ap- 
proximate about 50 per cent of the country’s domes- 
tic production, while Freeport is reputed to account 
for almost 35 per cent. In other words, the latter’s 
output, which is not publicly reported, is estimated 
about two-thirds that of Texas Gulf, or one and a 
third million long tons annually. If this ratio had 
prevailed in recent years, Freeport would have 
produced 1.8 tons annually for each share in 1945 
compared with .57 of a ton for Texas Gulf and 1.5 
tons a share in 1944 against .48 of a ton for Texas 
Gulf. With both stocks at about the same price, 
obviously the Freeport production on a share basis 
is worth approximately three times 
as much as Texas Gulf’s, provided 
royalty terms are disregarded. 

Attention has been called to 
Freeport’s more pronounced 
growth in recent years. This trend 
is reflected in earnings and divi- 
dends, as shown in the accompany- 
ing charts. 

The dividend liberality of 
Texas Gulf has militated against 
accumulation of cash and increase 
in equity for the stock. Steady 
strengthening in Freeport’s finan- 
cial resources is shown in the com- 
parison below: 

a“ # Texas Gulf 


Shares (000 omitted) ....... 8 3,840 
Earnings 10-yf. av. ..csecas $3.37 $2.50 
Dividends 10-yr. av. ........ 1.96 2.43 
Book vate T9488 ook scaee 33.21 15.47 
Rook: valie’ F956. -o.0.6:6.00000.0¢ 19.83 15.27 
Cash per share 1945 ........ 21.00 7.42 
Cash per share 1936 ....... 5.00 2.80 
Price/earnings 1946* ....... 12x 14x 
Price/earnings 1936* ....... 12x 15x 
CARETERE WARIO os sis. 0'si6.0 050.00 00 5.32% 5.88% 


ae es8 * Price/earnings ratios calculated on avreage 


prices for year in each case. 


(Please turn to page 385) 
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Millions of record discs are formed from master platters for distribution to 





music lovers all over the world, or to tell stories to the youngsters and the blind. 


SALE OF 


Kecord a 


EXCEEDS 165 MILLION 





By PHILIP DOBBS 


A’ THE NATIONAL INCOME swells to record peace- 
time heights more and more dollars flow out of 
everyone’s pocket for entertainment or relaxation in 
some form. To most households throughout the land, 
indeed all over the world, good music, as always, 
stands at the top when it comes to providing enjoy- 
ment, both for young and old. Regardless of sophis- 
tication or age, there seems to be no limit to pleas- 
ure derived from just the kind of music the individ- 
ual taste dictates. For this latter reason, a new boom 
has developed for phonograph discs, for their owners 
at will can now hear again and again their favorite 
selections rendered with a fidelity and range of 
choice never before equalled. All of which spells cur- 
rent prosperity for disc manufacturers in a position 
to capitalize apon the expanding opportunity. 

But old timers mindful of former intervals since 
1900 when the skies were gleaming for this volatile 
industry, only to be followed by periods when it 
seemed about to perish as a passing fad, are cautious 
less history repeat itself again when and if the aver- 
age person has less to spend than in these days when 
living standards are relatively high. While beyond 
doubt record discs are not indispensable when budg- 
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etary considerations reach an acute stage, and vol- 
lume of the industry is likely to slide downward with 
speed if a major recession in general business occurs, 
there are indications that at long last a higher than 
formerly degree of stability has come to the record 
makers. As happens in every industry, however, 
when demand shows signs of supporting an increas- 
ingly large volume, competition enters the picture 
on an enlarged scale to force many weaker units into 
a difficult position when sales finally begin to slip 
off. At such times the relatively few concerns with 
ample resources and strongly entrenched trade ad- 
vantages have all the best of the battle, as we shall 
see a little later in our discussion. 

The progress of the records industry for some 60 
years past has been marked by such spectacular 
“booms and busts” all of its own that the story holds 
more than average romantic and economic interest. 
Many decades of technological research have been 
required to bring the modern disc up to its present 
efficiency, and had not competitive forms of sound 
transmission proved beneficial rather than destruc- 
tive to the disc makers there is no telling what in- 
surmountable difficulties might have arisen in the 
long run. 


Analyzing the Future 


To get an adequate idea of problems now facing 
this industry it is necessary to envisage rather 
clearly the good and unfavorable factors which in- 
fluenced its long term but spotty growth. In the 
main these involve improvements in manufacture, 
methods of sound transmission, quality of entertain- 
ment and distribution. As there seems to be no ceil- 
ing to the development of these four factors, it will 
be recognized that even now this form of enterprise 
is still in a state of flux, offering broad opportuni- 
ties for competition, according to the ingenuity and 
resourcefulness of individual managements. Simple 
as the round platter may appear, there is always the 
chance that something even simpler and more effi- 
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Expansion in Decca Record’s Sales, 
Earnings and Dividends 
: Net Sales Net* Dividend* 
($ thousand) Per Share Per Share 

OOS ace ce $494 def.$.56 Ni 
BOR ccdbnee cashsacmead aa 1,103 def. .12 Nil 
GEN ARE Sak 1,776 12 $.15 
TN ca NR 2,462 .29 .30 
Seer ae ie 3,641 .50 30 
ies ER. 5,231 58 322 
ee aaa 8,218 1.00 57/2 
RTS RR ORE 10,075 1.04 5712 
Be nd ee 11,278 1.34 .70 
NS ick thas idlonao eae 13,417 1.29 75 
oss Gee Se 15,571 1.08 75 
[Se ee 13,354Se6 1.73Se9 1.00 
Se6é—For 6 mos. ended Sept. 30. Se9—For 9 mos. ended Sept. 30. 
* Adjusted for 2-for-1 spilt November, 1946. 




















cient may emerge from the brains of scientists to chal- 
lenge its supremacy, and the same thing is true of 
the equipment which operates the disc. While no 
commercial development of magnetic recording or 
the use of films or wire has yet appeared upon the 
market, that does not signify that these or other rad- 
ical changes may not some day offer the keenest kind 
of competition. 

When Thomas Edison startled the world with his 
tinfoil recording and sound reproducing machine in 
1877, he gave birth to an idea rather than to an 
item with immediate commercial possibilities. Later 
on, of course, the cylinder records, similar in theory 
to Mr. Edison’s crude invention, provided an in- 
creasing wealth of music in various forms, and even 





GROWTH OF RECORD DISC INDUSTRY 
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today the world famous Dictaphone Corporation has 
reduced the problem of dictating letters to minimum 
proportions through the reproduction of sound via 
a cylinder. The real commercial history of the 
phonograph, however, dates from 1897 when Emile 
Berliner developed a disc record with the now famil- 
iar spiral groove and traveling stylus. This man 
also was the first to make a master record on metal, 
the process consisting of etching the sound vibra- 
tions upon the surface by means of an acid bath. 
Many older people will remember the crude music 
which was provided by the Gramophone, first instru- 
ment to handle the new platters. It was little more 
than a novelty or toy which reproduced the sound 
of a single musical instrument, the piano. 


Trends in the Industry 


In 1901, Eldridge Johnson saw possibilities of 
improving the Gramophone to permit reproduction 
of the voice and orchestral music with a greater 
degree of fidelity, so he bought up the Berliner 
patents and formed the Victor Talking Machine 
Company, predecessor of the Victor Division of the 
giant Radio Corporation of America. Early growth: 
of the new concern was spectacular, with sales rising 
from about $500 in the first year to nearly $12 mil- 
lion by 1905. Stimulated by introduction of dises 
recording the talents of famous artists such as 
Caruso, whose family received several million dollars 
eventually from royalties, the industry expanded on 
a large scale to meet constantly increasing demand. 
Quite warrantably it looked for many years as if the 
road ahead was full of nothing but bright promise. 

Soon after World War I, however the radio cap- 
tured the public fancy to such an extent that 
“canned music” lost most of its former popularity, 
and with an abruptness which brought gloom upon 
the disc industry. Indeed, it seemed headed for ex 
tinction until revived during the years of Coolidge 
Prosperity as a result of technological improve- 
ments. But following the 1929 crash, volume again 
shrank to dismal depths from which it took a good 
many years to emerge. Curiously enough, the very 
competition from radio which once nearly annihi- 
lated the industry was substantially responsble for 
finally reviving it to start upon its present record 
breaking growth. The radio not only served to pro- 
vide a large scale musical education for the public, 
but through electronics effected a fidelity of sound 
reproduction which was most extraordinary. Hence 
alert manufacturers of radio equipment added large- 
ly to their profits by the inclusion of phonograph 
equipment in their console sets, so that by the turn 
of a knob the user could hear the most complex 
musical selections available from his own record 
library. All of which helped to boom business for 
any disc maker in a position to enlist the proper 
talent. 

Future Potentials 


As matters now stand, the horizon for reproduc- 
tion of records seems to be almost without limits, as 
resourcefulness and improvements in equipment con- 
tinue to expand. By (Please turn to page 389) 
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By F. R. WALTERS 


[* ANTICIPATING BOND price trends for the new 
year, it is perhaps advisable to start by recogniz- 
ing a fallacy that all too frequently exists in many 
bond discussions, namely, the tendency to regard 
the bond market as a single entity, and thus to 
generalize on its outlook. Actually, there is no such 
thing as a bond “market”, strictly speaking, but 
rather a composite of several markets of vastly dif- 
fering natures. With regard to quality, the range 
between ultra-conservative and utterly speculative 
instruments is far greater in bonds than in stocks. 
Bonds range from the virtually “riskless” obliga- 
tions of the United States Treasury, on the one 
hand, to the strange assortment of defaulted and 
repudiated issues on the other; bonds of govern- 
ments long since deposed, of bankrupt organizations, 
of defunct railroads and industries. And, as we 
all know, there is a wide variety among bonds as 
to industries—and the credit standing of numerous 
companies in these industries—railroads, utilities, 
industrial organizations, as well as of various gov- 
ernments—state, municipal and foreign. 

It is necessary to make this distinction at this 
time, for it is of more practical than academic value. 
It emphasizes a fact that will be of prime import- 
ance in bond prospects for 1947, namely, that the 
various groups of bonds will be affected by. differ- 
ent influences, with divergent trends likely to be the 
result. Divergence was an outstanding feature of 
bond price movements in 1946, and the contrasting 
courses of the respective bond divisions will be in- 
teresting to watch in the year ahead. 

In attempting to look ahead to trends in the mak- 
ing, probably the most logical starting point is the 
United States Government bond list. This is by 
far the most important segment of all the bonds 
traded, for several reasons. For one thing, U.S. 
Governments are the mainstay of the banking world, 
and comprise the backlog of bank and insurance 
company investments. A second reason for their 
outstanding importance is their influence on all 
other bond categories. They are, in effect, the bell- 
wether of all other security markets, corporate 
bonds, preferred and common stocks. 


Government Bonds 


Government bond prices are influenced by various 
factors, chiefly, changes in credit conditions within 
our banking structure, fiscal policies of the U.S. 
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Treasury, and political trends—both domestic and 


international. Important changes in these factors 
began to manifest themselves during 1946, and the 
trends thus established will continue through the 
year ahead. 

Foremost among these new trends was a gradual 
ending of the decade-long era of “easy money” and 
a slow, almost imperceptible shift toward a higher 
return on investment capital. This change was 
brought about by several factors, chiefly, a continu- 
ing decline in excess reserves in our banking system 
(which had acted as a depressant on money rates) 
from a peak of over $6 billion in 1940 to around 
$500 million at present. Another important factor 
is the change in attitude in high Administration 
quarters from the extreme “easy money” policy that 
had prevailed in the earlier phases of the New Deal. 
The most significant change in this respect was the 
widening rift between the Treasury and the Federal 
Reserve authorities on this subject, the latter ap- 
parently feeling that the decline in money rates and 
investment yields “had gone far enough.” This 
sentiment took tangible form last April when the 
Reserve authorities ended the 14% preferential dis- 
count rate on short term government obligations, 
originally instituted as a war measure, designed to 
give Treasury certificates a little better appeal to 
banks and thus command small premiums in the 
marketplace. 

In addition to this very significant change of at- 
titude there is a most important alteration in Fed- 
eral fiscal policy, stemming primarily from the shift 
in political tides toward greater conservatism. We 
refer here to the Treasury’s program of reduction 
and demonetization of the Federal debt. Outstand- 
ing debt has already been pared down to about $260 
billion from its all-time peak of nearly $280 billion, 
and further reductions are in sight. As Treasury 
receipts should exceed expenditures in the first 
quarter of 1947, a continued retirement of market- 
able debt may be looked for. Equally important as 
the goal of over-all debt reduction, or possibly even 
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more important, is the Treasury’s objective of 
“demonetization” of the Federal debt. The fact 
that so huge a proportion of the outstanding obliga- 
tions are concentrated in the hands of commercial 
banks constitutes a potential inflation hazard. This 
backlog of Government bonds serves to broaden the 
credit base of the banks, and, is therefore, “mone- 
tized” or made equivalent to money, in that it aug- 
ments the supply of total credit. In order to remedy 
this situation, and to bring about better distribution 
of the national debt, the Treasury has been pushing 
the sale of E, F and G bonds to individuals, a trend 
which will also continue in the new year. 


Summing up the outlook for Government bonds, 
and other obligations which sell on a “money rate” 
basis, such as top-grade municipals and corporates, 
prospects are for a gradual though slight firming 
of interest rates in the year ahead, which may 
bring about some minor decline in market prices for 
the longer term maturities. However, no sharp cor- 
rections in yields, and consequently prices, is in- 
dicated. Rather, it may best be said that the 
long cycle of extremely low rates has come to an 
end, but that the process of reversal will be a 
gradual transition. 


Railroads 


The fundamentals of railroad bonds of course 
have been strongly bolstered by the liberal treatment 
accorded the carriers by the ICC in granting a 
17.6% advance in freight rates. Interest charges will 
have a first call on the estimated $1 billion addi- 
tional revenues to accumulate during 1947, that is 
so say ahead of dividends. But in the case of the high 
grade rails, where satisfactory earnings margins 
were already well assured, the improved status is not 
likely to be reflected in rising prices to an appreci- 
able extent. Prime bonds of this kind are in such 
relatively scant supply as result of major wartime 


retirements that only a decided change in general in- 
terest trends could affect prices one way or the 
other. As such an eventuality is not likely to be- 
come realistic for some years ahead and there is no 
indication that the supply of new railroad bonds will 
increase materially, only minor interim changes in 
their price level can be expected. True, the uncer- 
tainties prevalent during 1946 did depress the 
Magagine of Wall Street index for high grade rail 
bonds from a March peak of around 122 to a year 
end level of about 112, but under normal conditions 
this moderate downtrend could be easily corrected. 
Chief new borrowing needs of the railroads in 1947 
will be for purchase of new rolling stock, but as 
usual this will take the form of term equipment cer- 
tificates which are now salable on a basis to yield 
from below 1% up to 2% according to maturity. 
As a rule very few of these find their way into the 
portfolios of individual investors. 

Speculative interest in the second grade railroad 
bonds will always render them subject to consider- 
able volatility in price. With so many of the roads 
experiencing hard sledding during 1946, it was 
not surprising that, according to our Magazine 
Index, their group price slipped down from a high 
of about 295 last spring to a low around 243 on 
October first. Since then the price has trended up- 
ward to above 250. What the course may be in the 
new year is anyone’s guess, depending largely upon 
what interim earnings may develop as the different 
periods unfold or the pitch of general market senti- 
ment varies. As we have pointed out many times in 
the past, while some of these second grade rails offer 
a better than average yield and might prove a satis- 
factory long term investment, just because they are 
bonds is no signal of their fundamental merit. The 
mere fact that they have a secondary designation 
should be a caution signal to the conservative in- 
vestor. 


Public Utilities 
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As long as the economy continues to 
function at high levels, demand for elec- 
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trial activities, requirements for light, 
heat and power will be constantly strain- 
ing capacity of the different utilities. 
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provements in producing current seems 
likely to bring many new security offer- 
ings into the market. From the view- 
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point of would be bondholders, though, 
this process may bring few opportuni- 
ties for investment. Provided no serious 
clouds arise in the industrial scene to 
depress market prices, the late trend of 
utilities to offer preferred stock and 
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_ equities rather than debt obligations will 
probably continue to increase the scarc- 
ity of sound utility bonds. During 
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1946, this resulted in curtailing offer- 
ings of these bonds to a level scarcely : 
more than 50% of the previous year, Suggestions for Current Investment Funds 
with no signs of any change as yet in Recent Call Current 
the offing. Due to factors of supply Bonds: Price Price ~—Yield 
and demand, therefore, prices of high Amer. & For. Pwr. Deb. 5's, 2030....... Baie entre ees $108 $107! 4.6%, 
grade utility bonds have exhibited an — & ran gage Imp. 4% ig | eee 97 105 4.4 
average upward ‘hina ud ene tae oi. issouri, an. ex. ¥- COAG Wee ice ec 88 N.C. 45 
hse tha yield oily sent © 10% All i N. Pacific Ref. & Imp. 5's, C, 2047..0......cccecececeseeeseees 101 105* 4.9 
& XO } uy. (Uo. <All In Pittsburgh & W. Va. Ist 4!/9's, 1958-60........cccccscsssseesn 92 102 4.9 
all, it looks as if for the great majority Southern Pacific Deb. 4!/2's, 198) cscsssccsccenseneenene iol «= 110 
of private investors, first class bonds of Texas & Pacific Ry. Gen. & Ref. 374, ‘85.00.0000... 102 105! 3.8 
the utilities had rather priced them- 
selves out of sensible reach, for riskless Preferred Stocks: 
o . y 9 
Governments are obtainable at vields ‘Assoc. Dry Goods $7 2nd Pfd.............ccccccecccsecesceseneees $127 N.C. 5.5% 
EN cea : Baldwin Locomotive $2.10 Pfdo..........ccccccceeccescsseescsees a: $40 5.1 
not too far below. Of course it is possi- 
hie day Mee Seon f f th Barker Bros. 44% ($50 Par) Pfd.w. =. PSI 55 4.4 
; id, ebentures OF some 0 e Curtis Publishing $4 Prior Pfd.i.....ccccccssscccscccsssseesesesveen 68 75 5.9 
a 1oiding companies with a far more General Cigar 77, Came Fide .......:scsassussccsescsoncsscoe 162 N.C. 4.3 
iberal return, but this medium is less Goodyear Tire & Rub. $5 Cum. Cv. Pde... 106 105 4.7 
well secured and more speculative. At Lipton (Thos.) 6% Cum. Pfd. (Par $25)... _ 30 4.8 
the start of the new year, yields of as Pacific G. & E. 5!/2% Cum. Ist Pfd. (Par $25).......... 360s N.C. 3.8 
high as 4.7% are obtainable through Stokley-Van Camp $1 Prior Pfui... eccseccecseseeees 21%, 21 4.5 
purchase of bonds of this class, in, some Union Pacific 4% Non-Cum, Pu... ccecscseccecececsccneese 107. N.C. 3.7 
cases protected by a rather impressive Virginian Rwy. 6% Cum. Pfd. (Par $25) rcieasistepuecatsendien 39 N.C. 3.9 
margin of earnings. N.C.—Not Callable. *Not prior to July |, 1952. 




















Industrials 


Average yield of the best grade industrial bonds 
is now around 2.60%, and the range runs from 
about a low of 2.33% up to 3.10%, depending upon 
maturities, the character of the industry and the 
status of the individual borrower. Despite all the 
confusion in the economy and talk of a possible re- 
cession in business, new construction by industry is 
already going on at a pace which is absorbing bil- 
lions of capital funds. Now that building restric- 
tions have been considerably relaxed, plant building 
and purchases of equipment in 1947 are likely to in- 
crease, but how the financing required will be ac- 
complished almost defies analysis. The slump in the 
stock market, combined with uncertainties over the 
economic outlook, checked a good many plans to 
enter the money markets in the last half of 1946. As 


- traditionally happens at such times, the prices for 


the best and medium grade bonds tended to slide off 
somewhat. If 1947 proves to be freer from strikes 
than some managements now fear, expansion plans 
will be implemented with renewed vigor and at the 
same time bonds prices are apt to harden again. But 
in this case, much of the financing will take the form 
of stock offerings, and insurance companies are 
likely to continue their present policy of direct pur- 
chases of entire issues of debt obligations which oth- 
erwise might become available to private investors. 
To an increasing degree, also, groups of banks are 
vying to grab sizable offerings of industrial term 
bonds for their own portfolios. All said, the volume 
of new bonds likely to become available for the gen- 
eral public will probably be very restricted, despite 
the fact that industry may be seeking from $2 bil- 
lion to $3 billion new capital annually for some time 
to come. This would mean that investors must be 
content with a moderate yield if they wish to enter 
the open market for prime bonds of this class. 
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While to most people the recent election carried 
political significance only, the results rather broadly 
affected the prices for municipal and State bonds. 
Fact is that in a great many sections voters were 
given an opportunity to register their approval of 
substantial bond issues to provide funds for Veteran 
bonuses and homes, not to mention various construc- 
tion projects of public character. Despite the tax 
exempt advantages of these various municipal issues, 
the general market for them has dipped noticeably 
during recent weeks in anticipation of the increased 
supply. As yet, the principal evidence of extensive 
borrowing from this source has appeared with the 
sale of $40 million Pennsylvania Turnpike bonds, 
publicly offered as 214s at a price of 10214 and in- 
terest. Although principle and interest were payable 
solely from turnpike revenues rather than taxes, 
they provided an attractive investment from the rela- 
tively high yield obtainable from a tax exempt issue. 
From now on, a sizable flood of municipals is likely 
to appear upon the 1947 market, so that prospects 
for any near term hardening in prices are rather 
remote. 


Foreign Bonds 


Slow progress in arriving at any sort of compro- 
mise which might lead to improvement in the status 
of defaulted foreign bonds still leaves a bad taint 
upon the majority of them. Over $4.5 billion dollar 
bonds issued by 32 countries are in disrepute due to 
failure to honor due dates for either principle, inter- 
est or sinking funds. Where unavoidable calamities 
such as war have caused the trouble, lapses have been 
excusable, but in many instances, especially among 
the Latin-American nations, nothing more than a 
lack of moral responsibility seems to have left hold- 
ers of their dollar bonds (Please turn to page 387) 
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Sheep and Goats 


In the nose-drive of August- 
September, all stocks went down 
sharply. Some groups, of course, 
were hit harder than others but 
selective variations were much less 
pronounced than they normally 
are. That is to be expected in a 
general selling rush. It is also to 
be expected that when the market 
settles into a phase of trading- 
range stability and then rallies, 
group variations will become 
more emphatic than changes in 
the averages. This has been so in 
recent weeks as investors and 
traders strove to separate the 
sheep from the goats. Stock 
groups which have rallied con- 
siderably more than the indus- 
trial average include building 
materials, coppers and other non- 
ferrous metals, metal fabricating, 
drugs, meat packing, leather, 


rails and utility holding com- 
panies. Among the worst-acting 
groups to date have been air- 
craft, liquors, retail trade, gold 
mining, office equipment, farm 
equipment, movies and com- 
munication. On the whole, al- 
though with many individual ex- 
ceptions, capital-goods _ stocks 
have rallied more than consumer- 
goods groups. 


New Highs 


That there should be a thin 
scattering of new bull-market 
highs at this stage of the bear 
market is not unusual but just 
“one of those things.” Recent 
examples are Abbott Labora- 
tories and Monsanto Chemical, 
two excellent stocks; Interna- 
tional Paper, Lion Oil and U. S. 
Plywood. Those who think we 
have had just a “reaction” will 








Black & Decker Mfg. 
Canada Dry Ginger Ale ..............:s0+:000 
Chesapeake & Ohio RR .............::cceeeeeceee 
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Dana Corp. 
Distillers Corp.-Seagrams. ............-0000++. 
Eureka-Williams 

Florsheim Shoe A 
Glidden 
Schenley Distillers 





























INCREASES SHOWN IN RECENT EARNINGS REPORTS 


1946 1945 
Year Sept. 30 4.70 2.13 
Year Sept. 30 1.07 .78 
11 mos. Nov. 30 3.38 1.77 
Year Aug. 31 26.20 13.58 
Nov. 30 quar. 1.33 -06 
Oct. 31 quar. 1.75 68 
Oct. 31 quar. oe 20 
Year Oct. 31 1.84 1.50 
Year Oct. 31 5.90 2.13 
Nov. 30 quar. 5.38 3.72 
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point to these stocks as “out- 
riders,” leading the way to a re- 
newed bull market. It is safer to 
call them exceptions, and not 
bank on a continuing rise in 
them, much less in the general 
market. Although we do not cite 
it as an analogy, it is interesting 
to recall a sensational rise in 
Auburn Auto in the midst of the 
1929-1932 debacle. The com- 
pany went out of business a few 
years later. 


Grain of Salt 


As regards trend evidence on 
both the averages and individual 


stocks, the late December and. 


early January period is a 
“tricky” one. Volume and prices 
are distorted by tax operations, 
after which temporary technical 
conditions usually facilitate a 
rally in most stocks, including 
many inferior ones. In _ early 
January the market has often 
“looked better” than it really 
was. What we are saying is that, 
whether the performance is good 
or poor later on, the trend in- 
dications will be a lot more re- 
liable than they can be right now. 
Meanwhile, even where group ac- 
tions seems relatively impressive, 
take it with a grain of salt. This 
column would not care to guess 
where the averages may be by, 
say, the end of March. If they 
are substantially lower, probably 
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all groups will be more or less 
under present levels. 


Warning 


Retail trade stocks are far 
down from their highs but still 
show large profits to those who 
bought them in 1942-1943 and, 
in many instances, as late at 1944 
and early 1945. Excepting in 
hard goods, the statistics are go- 
ing to be against these stocks in 
1947, probably beginning soon. 
For a typical department store, 
dollar volume in soft goods is 
normally much larger than in 
hard goods. So gains in volume 
and profits from the latter will 
not balance sales decline and 
thinning profit margins on gen- 
eral merchandise. In most cities 
the big stores began to launch 
clearance sales even before Chris- 
mas, not waiting for the usual 
January clean-out. We suspect 
that over-all trade profits may 
shrink more and faster than 
many people are allowing for. 
Relatively, the 1947 picture is 
best for the mail order com- 
panies, because of their heavy 
emphasis on durable goods—but 
these stocks also have shown no 
significant rallying power. Their 
action is no better than that of 
most other trade stocks and is be- 
low-average in relation to the 
general list. For those still over- 
invested and deficient in cash re- 
serves, we repeat that additional 
selling of trade stocks is in order. 


Building Controls 


The easing of Federal building 
controls ordered by President 
Truman does not go far enough. 
True, more houses will be built 
without a price ceiling, and de- 
spite a floor-area limit which has 
been substituted for it, than 
could have been put up under 
the former $10,000 ceiling. And 
more apartment houses will be 
built on the average ceiling of 
$80 per apartment per month 
than on the previous ceiling of 
$80 for any and all dwelling 
units. But the full potentialities 
in the industry can not be at- 
tained until the government quits 
all regulation. The steps taken 
as to ceilings are half-measures, 
and probably will go by the 
board in not more titan six 
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months, probably less time. In 
any event, the building outlook is 
among the best in any list of in- 
dustrial prospects. 


Over-Estimate 


Even before the building con- 
trols were relaxed, the Depart- 
ment of Commerce issued a fore- 
cast that new construction 
awards in 1947 would rise about 
50% over 1946 to an unprece- 
dented $15 billion, plus $6 bil- 
lion for maintenance, a rise of 
about 20%, and a grand total of 
$21 billion. That’s a tall order, 
and it looks like a risky over-esti- 


“mate to this column. In the best- 


informed private quarters the 
view is that building is bound to 
show “some” rise in 1947, that it 
could be perhaps 20% to 30% if 
rent ceilings are entirely elim- 
‘nated soon and if over-high 
prices have at least some correc- 
tion, but that a gain of 50% is 
most unlikely. We continue to 
regard building stocks as among 
the best on a relative basis. But 
they have had a considerable re- 
covery and can hardly be immune 
to general-market tendencies. 
This column would not advise 
anyone to reach for them. 


Low-Price Stocks 


It is a foregone conclusion that 
in the next major market rise the 
biggest percentage gains will, as 
a rule, be had in low-price stocks. 
That is always true in every bull 
market, for it is a matter of 
human nature that is behind the 
preference for low-price stocks; 
and human nature is one of the 
few things which does not change 
in a changing world. It is too 
arly to buy low-price stocks— 


or any other speculative list—but 
not too early to start “looking 
’em over” and making up a list of 
suitable candidates. Here are 
some which, if bought anywhere 
near the right time, are specula- 
tive enough to out-gain the gen- 
eral list by a very wide margin, 
yet not speculative enough to 
amount to gambles in any sense, 
for they are stocks of adequately 
sound companies: Bucyrus-Erie, 
Catalin, Columbia Gas & Flectic, 
Colorado Fuel & Iron, Houdaille- 
Hershey, Niagara Hudson 
Power, Sun Chemical, United- 
Rexall, Walworth and Wilson. 
Watch them. Final choices will 
be affected by relative prices. 
That is, if you have a list of suit- 
able low-price stocks ready for 
reference, the best buys at buy- 
ing time will be those that have 
come down most. 


Added Thought 


Of the low-priced stocks men- 
tioned, Bucyrus-Erie, Catalin, 
Colorado Fuel & Iron, Houdaille- 
Hershey, Sun Chemical and Wal- 
worth are likely to have better 
sarnings for 1947 than for this 
year. There are longer-term 
growth potentials in Catalin and 
Sun Chemical. There are also 
growth potentials in a number 
of stocks which have been made 
“low-price” by the combination 
of 1946 stock splits and subse- 
quent market decline. Some of 
these include Canada Dry, Decca 
Records, Dresser Industries, Cel- 
anese and Sylvania Electrical 
Products. Neither better 1947 
earnings, nor growth prospects, 
can guarantee against further 
decline in any of the stocks cited 

(Continued on page 388) 















































DECLINES SHOWN IN RECENT EARNINGS REPORTS 

1946 1945 
Atlantic Coast Line RR 10 mos. Oct. 31 2.40 9.98 
Cuban-American Sugar. ............:-::s0 Year Sept. 30 2.11 2.45 
Duquesne Light 12 mos. Sept. 30 3.83 4.09 
Illinois Central RR 11 mos. Nov. 30 3.48 10.10 
Liquid Carbonic Year Sept. 30 1.38 1.91 
Louisville & Nashville RR 10 mos. Oct. 31 4.13 7.14 
Outboard Marine & Mfg. ............:0000000- Year Sept. 30 1.67 2.08 
Punta Alegre Sugar Year Sept. 30 4.40 4.59 
Willys-Overland Year Sept. 30 .08 1.14 
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The Personal Service Department of THz Macazing or Watt Srreet will 
answer by mail or telegram, a reasonable number of inquiries on any listed 
securities in which you may be interested or on the standing and reliability 
of your broker. This service in conjunction with your subscription should 
represent thousands of dollars in value to you. It is subject only to the fol- 


lowing conditions: 


1. Give all necessary facts, but be brief. 
2. Confine your requests to three listed securities at reasonable intervals. 
3. No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


&. Special rates upon request for those requiring additional service. 





Philadelphia Electric Co. 

As a subscriber to your magazine and 
privileged to ask a question, will you 
kindly tell me what in your opinion will 
be the effect of the proposed plan of 
Philadelphia Electric wpon the common 
stock of the company? I enclose self- 
zddressed envelope for your convenience. 

D.B., Paterson, N. J. 


Philadelphia Electric Co. an- 
nounced plans on November 4th 
to raise 60 million dollars of new 
money for construction through 
sale of bonds and preferred 
stocks. Stockholders voted ap- 
proval on December 3rd on the 
creation of an additional series of 
300,000 shares of preferred 
stock, having an aggregate value 
of 30 million dollars, to be sold 
at competitive bidding. Proceeds 
from the sale of new preferred 
stock and bonds would be used to 
finance construction program now 
under way and planned through 
next year, and also to be used by 
the company to repay $18 million 
of 114% promissory notes due to 
banks. This expansion program 
should increase earnings sub- 
stantially. For the 12 months 
ended Sept. 30, 1946, Philadel- 
phia Electric Co. reported earn- 
ings of $1.74 a share compared 
with $1.49 in the like period of 
1945. The $1.20 annual dividend 
is expected to continue. Financial 
condition is strong and, as the 
outlook continues favorable, we 
recommend retention. 
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Industrial Rayon Corporation 


Please advise recent earnings and out- 
look for Industrial Rayon Corporation. 
H.P., Springfield, Til. 


Industrial Rayon Corporation, 
one of the largest rayon pro- 
ducers, has an efficient and pro- 
gressive management. Company 
has developed a continuous spin- 
ning process that produces viscose 
rayon yarns at a low operating 
cost. Company sold in 1945, to 
Courtaulds, Ltd., of England, 
patents and rights to this process 
for $5,000,000. Territory cov- 
ered is Continental Europe, 
Great Britain and its dominions. 
Courtaulds’ made a down pay- 
ment of $500,000 and balance is 
payable $750,000 in 1946, $1,- 
250,000 in 1947 and $2,500,000 
in 1948. 


Sale of continuous process 
rights in Cuba were made for 
$1,000,000. This is to be paid in 
amounts of $200,000 yearly over 
a period of five years beginning 
in 1946. Further sale of process 
rights both here and abroad are 
expected to increase earnings. 

Company recently expanded 
plant facilities and needs further 
additions to meet increased de- 
mand. 

The entire issue of 97,000 
shares of $4.50 preferred stock 


was redeemed in 1946, leaving 


capitalization consisting entirely 





of 1,518,650 shares of common 
stock. Recent annual earnings on 
present split-up common stock, 
were as follows: 1942, $1.30, 
1943, $1.08, 1944, 93c, 1945, 
$1.31 and 9 months to Sept. 30, 
1946, $4.08. Dividend payments 
on present stock for 12 months 
to Dec. 11 amounted to $1.6214 
a share. Financial condition of 
company is strong and earnings 
outlook continues highly favor- 


able. 


Firth Carpet Co. 


Will your kindly give me a report on 
Firth Carpet Co. common stock? 
R.R., Philadelphia, Pa. 


Firth Carpet Co. was original- 
ly established in 1884. The com- 
pany manufactures broadloom 
rugs and carpets. Capitalization 
consists of: bonded debt, Ist 
mortgage 4s due 1956, outstand- 
ing $1,494,000; 5% cumulative 
convertible preferred, par value 
$100., outstanding 6,543 shares ; 
common stock, outstanding, 546,- 
453 shares. 

Net sales for year ended De- 
cember 31, 1945 amounted to 
$5,810,203. Net income $343,- 
726, equal to 60c a common 
share, compared with deficit of 
0.14c, in 1944; profit of 26c in 
1943 and 8lc in 1942. Earnings 
for nine months to September 30, 
1946 amounted to $1.90 a share. 
Dividends paid in 1946 totaled 
80c. 

Balance sheet as of September 
30, 1946 showed total current 
assets of $8,553,359. Total cur- 
rent liabilities $1,489,855. Net 
current assets $4,663,479. 

The company is expanding its 
production and, as there is a 
large pent-up demand for rugs 
and carpets, outlook continues 
highly favorable for at least the 
next year or so. 

(Please turn to page 396) 
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Keeping Abreast of Industrial 


+ and Company News * 





1947 starts with a string of optimistic forecasts by leaders in many im— 
portant industries, although here and there opinion is tempered by caution or by 
current difficulties which at the moment appear to have little chance of solution. 
By a wide margin, however, managements seem confident of more satisfactory oper— 
ating conditions during the new year. 


The United States Department of Commerce predicts that in 1947 construction 
work will establish a record total of about $22 billion, some $7 billion above 1946 
and far and away topping early wartime peaks when the nation was racing to complete 
military plants. As the department expects housing to account for only 40% of the 
total, this would leave $13.2 billion for industrial expansion and public works. 





While the Associated General Contractors of America, Inc., is somewhat more 
conservative in its predictions, in specifying $20 billion as the probable con— 
struction total, with $15 billion for new projects and $5 billion for repairs, these 
figures are highly encouraging to all branches of this key industry and its numerous 
suppliers of materials and equipment. 





According to Frank H. Carman, general manager of the Plastics Materials 
Manufacturers Association, shortage of materials in relation to demand will continue 
to hamper full production in 1947, although output has already doubled the record 
in 1941. The vary large expansion program now under way by the industry, however, 
will sooner or later tend to establish new volume records when the flow of materials 
becomes smoother. ’ 











At long last Television shows definite promise of competing for the consumer 
dollar on a realistic basis. Brig. General David Sarnoff, president of Radio 
Corporation of America, is said to have predicted that 1947 will emerge into history 
as the first year of major growth for this industry. So rapid will be the public 
acceptance of television, he thinks, that several hundred thousand sets are likely 
to play an important role in the 1948 election campaign. 








But this is not the only field with bright potentials for the radio industry. 
Now that production of AM sets appears to have about caught up with demand, authori- 
tative sources are pointing out that manufacurers will stimulate sales by turning 
to an increased output of frequency modulation equipment. Nearly 100 FM broadcasting 
stations are now in operation and the FCC has applications for hundreds of others. 





Given industrial peace, according to W. K. Jackson, president of the U. S. 
Chamber of Commerce, the turn out of goods from American factories in 1947 should 
exceed anything ever witnessed in peacetime. And the unprecedented flow of manu— 
facturd goods soon to break forth will importantly check the inflationary spiral both 
here and perhaps abroad. 








Donald W. Douglas, president of Douglas Aircraft Company, is reported to 
express a strong belief that peacetime pains endured by his industry are on the way 
towards eventual elimination. He considers long term prospects for both the makers 
of airplanes and their operators excellent. Douglas unfilled orders for DC-—6's are 
still around $90 million. 
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_ Through the recent acquisition of a $23.2 million Government—owned aluminum 
rolling mill at Newark, Ohio, Reynolds Metal Company has still further strengthened 
its status as a competitor of ALCOA. This plant has a capacity for producing 10 mil-— 
lion pounds of blooms and 15 million pouncs of rods annually. A five year lease with 
an option to purchase was involved. 





In other directions, also, the Government continues to dispose of its in— 
vestments in huge military plants. Among the latest of these was the giant steel 
mill in South Chicago, transferred to Republic Steel Corporation. This ended a long 
drawn out struggle by Washington to get a satisfactory bid, for on two previous 
occasions prospective buyers were turned cown cold. 





Despite the collapse of Wilson W. Wyatt's Housing Program, the RFC still 
continues to aid small manufacturers of prefab houses with important loans and a 
guaranteed market. General Panel Corporation of Los Angeles has succeded in borrowing 
$1.5 million from RFC on a contract to produce 8500 plywood houses by the end of 
1947. This makes the fifth contract along these lines awarded to date by the Govern— 
ment, involving a total of about 51,000 houses for production by various makers. 





A superpower locomotive only half as large as a diesel electric engine, but 
exceedingly efficient, has been developed by Westinghouse Electric Co. technicians. 
Although four 2000 H. P. gas turbine engines provide the motive power, the plant is 
only 26 feet long, six feet wide and 3 1/2 feet high. Primarily this new engine will 
find wide use in central station, marine and industrial set ups rather than for _ 
locomotives, in all probability. 





With the advent of the new year, J. I. Case Company starts its second year of 
operations with strikes still at full blast in some of its plants. This establishes 
a record in the industrial annals of the country. While the management blames the 
union for dictatorial policies, labor leaders claim that the 6500 workers involved 
have suffered little because of ability to land temporary jobs elsewhere. 





The largest order for diesel engines in railroad experience has been placed 
by the Union Pacific Railroad. At a cost of $22 million, the road is acquiring 64 
diesel-electric locomotives. General Motors gets the lion's share of the order with 
25 freight and passenger giants and 25 switchers. American Locomotive Co. will build 
12 6000 h.p. locomotives and Fairbanks Morse Co. four switchers. 














By the middle of February, United Fruit Company hopes to have the first of 
its six prewar passenger ships back in service. And six weeks later, a second of the 
Great White Fleet is expected to be ready to restore sailings to the Carribean area. 
Both ships srved during the war, carrying troops and refrigerated cargoes, necessi— 
tating extensive repairs and alterations. 





Speaking of tourist travel, Government experts predicts that during 1947 
American travelers will spend at least $1.5 billion in the course of their globe 
trotting. Such a flow of money largely going into foreign pockets, will substan— 
tially add to the much discussed funds the nation must spend for imports in order to 
help balance our foreign trade. 





Announcement that Armour & Co. has changed its refinancing plans has aroused 
much interest. With working capital now bolstered by better earnings, it will no 
longer be necessary to sell 1,355,240 common shares, as contemplated a few months 
ago when the slide in the stock market caused a deferment of the company's plans. 
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SUMMARY 


MONEY AND CREDIT—First Boston Corp. predicts 
relatively steady interest rates over the next five years, 
with Treasury bond yields ranging between 2.35% and 
2.50%. Commercial banks beginning to pay moderate- 
ly higher interest rates on savings accounts. Silver at 
New York drops 4c to 5c under heavy foreign offerings. 










TRADE—Department Store Sales in week ended Dec. 
14 were 19° ahead of last year in value, against a 
cumulative increase of 27°% for the year to date; 
but Retail Store Sales in October, on a unit quantity 
basis, were off fractionally from September. Rising in- 
ventories lead merchants to cut new orders. 


INDUSTRY—Business activity has already recovered 
from the coal strike; but this brief walk-out of only 2!/, 
weeks, from which the miners gained nothing, cost the 
Nation about $150 million in lost production. October 
Income Payments at new all-time high. Big industrial 
Corporations launch drive to stabilize prices by elimi- 
nating "escalator" clauses. Labor demands on meat 
packing industry compromised without a strike. 


COMMODITIES—Commodity futures easier since our 
last issue; but spot prices held firm to fractionally high- 
er. Import duty on copper will not be reduced or sus- 
pended. 





MONEY AND BANK CREDIT 


[WEEKLY REPORTING MEMBER BANKS] 
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With the reopening of coal mines, Business Activity 
during the fortnight ended Dec. 2! recovered virtually 
all ground lost in consequence of the 2!/, weeks’ walk« 
out; but even such a brief strike, from which the miners 
gained nothing, cost the Nation about $150 million in 
lost production. 

* * * 

Several big industrial concerns have launched a drive 
to help stabilize prices for their products by deciding 
that henceforth they will sell goods and buy supplies only 
at firm prices, and no longer make contracts containing 
Escalator Clauses which permit price increases at time 
of delivery. 

me “ss 

Income Payments to individuals rose in October to 

a new all-time high of $14.8 billion. 
.e 9 


Retail Store Sales in October, on a unit quantity 
basis, were off fractionally from September; but De- 
partment Store Sales in the fortnight ended Dec. 14, 
were 19°, ahead of last year in value, compared with a 
cumulative increase of 27°%, for the year to date. Rising 
inventories have aroused merchants to be more cautious 
in placing orders for forward delivery. Inventories plus 
outstanding orders reported by 296 large department 
stores for the end of October were about 6°/, lower than 
a month earlier, whereas normally there should be an 
increase in preparation for greater sales before Christ- 
mas. 

(Please turn to following page) 


Inflation Faetors 






















































































































































Wie ~y x Pearl 
Wk. or . Wk. or ear ea 
Date Month Month Ago __Harbo: PRESENT POSITIAN AND OUTLOOK 
MILITARY EXPENDITURE (tf) $b] Dec. 18 0.43 0.25 1.04 0.43 (Continued from page 38!) 
Cumulative from Mid-1940............ Dec. 18 346.9 3465 321.6 14.3 Heavy offerings of foreign Silver have de- 
pressed the New York price by 4c to 5¢ during 
PEDERAL GROSS DEBT—$b Dec. 18 268.7 262.0 277.8 55.2 the past few weeks. Great Britain, Russia, Spain, 
India, China and the Near East are utilizing the 
MONEY SUPPLY—Sb high price here to obtain American dollars for 
Demand Deposits—(0! Cities...... Dec. 18 41.0 40.3 38.0 24.3 purchasing goods in this country. 
Currency in Circulation............ ..... Dec. 18 29.0 28.9 28.6 10:7 * * ® 
A Washington has decided that legal obstacles 
yr <9 gig — Dec. 18 6.97 6.80 17 3.92 prevent reduction or suspension at the present 
100 Other oa Ma Dec. 18 9.29 9.15 19 5.57 time of the 4c import duty on Copper. Too 
aaa 5 bad, because we consume 1.4 million tons a 
0,000 tons. 
INCOME PAYMENTS—Sb (cd) Oct. 1 ee eek ay Pe sa 
Salaries & Wages (cd)............... Oct. 9.24 9.14 8.67 5.56 2 Se 
Interest & Dividends (cd)... ......... Oct. 0.90 1.45 0.87 0.55 . ¥ 
Ferm Marketing Income (eg)... Oct. 3.44 2.01 2.37 121 Threats of major Strikes to come have not 
Includ'g Govt. Payments (ag)....... Oct. 3.45 3.02 2.47 1.28 | been removed by postponement of the coal 
mining dispute until Mar. 31. Demands of other 
CIVILIAN EMPLOYMENT (cb) m Nov. 57.0 57.0 51.4 52.6 big unions—automotive, steel, electrical, truck- 
Agricultural Employment (cb)....... Nov. 7.9 8.6 8.4 8.9 ing, to mention only the ea idcsaiagaretiliee’ 
Employees, Manufacturing [lb). Oct. 14.8 14.7 13.0 13.8 main to be compromised. It is to be hoped, 
Employees, Government (Ib)..... Oct. 5.3 5.4 5.7 4.6 however, in the interest of all concerned, that 
UNEMPLOYMENT (cb) m Nov 1.9 1.9 1.7 3.4 labor will show more self restraint while re- 
— visions in our labor laws are under consideration 
FACTORY EMPLOYMENT (ib4) Oct. 147 47,128 147s By the new Congress. 
Durable Goods oo... o...eeeeeeee coe Oct. 170 169 143 175 * ££ # 
Non-Durable Goods .............00 Oct. 129 129 116 123 : 7” ileal A 
Sept. 284 278 224 198 ooner or later, something will have to be 
FACTORY PAYROLLS (Ib4) done to correct the Economic Inequality be- 
tween organized and unorganized workers. Since 
FACTORY HOURS & WAGES (ib) ns ~— . - | 1939, union wages have risen more than twice 
I EADIND sx ccesisssycsvesenscsnesscssvesse ept. . 40.5 41.4 40.3 as fast as non-union. The Labor Bureau reports 
ety Wage (eh nn | Seek MYR | ano uta fe srk nonsnne 
eos ge facturing industries have received wage in- 
. bd thes: : 
PRICES—Wholesale (1b2) ie my a mr ee i oe —— 
Retail (cdib) Oct. 167.0 164.3 141.8 116.2 in the highly organized manufacturing field. Un- 
Sr er eeanennennesneneri ete sees organized workers, through soaring living costs, 
are paying the wage increases won by organized 
COST OF LIVING (ib3) Oct. 148 146 129 110.2 labor. 
BARA IR caps. as cseis seseasast ep torts eesstosle boosters Oct. 180 174 139 113.1 
aS ESRB em rere erreur en Oct. 167 166 148 113.8 Py oe Ve 
Oct. 109 109 108 107.8 
Rent ? Propaganda put out by the C. I. O. to gain 
public support for its new round of wage de- 
RETAIL TRADE $b mands will have the unfortunate effect of 
— ooge _ | See aay rtd nen oe re poisoning the minds of people who are not con- 
urable Goods. ............cscecscesseeee- ct. : : ‘ j : 
Non-Durable Goods 2.0.0. Oct. a oe eee 
Dep't Store Sales (mrb) ................ Oct. 0.82 0.76 0.61 0.40 en ieee 
Retail Sales Credit, End Mo. (rb2) Oct. 3.86 3.68 2.42 5.46 
In demanding the equivalent of a 27% in- 
. crease in weekly pay, president Walter Reuther 
course ae Oct 229 228 180 181 of the U. A. W. asserts that an increase of such 
Durable Goods ccsccscsnscnsn ane | Oct. 246 (254 160 = 22 magnitude “is necessary to restore to workers 
Non-Durable Goods ............sssss0 Oct. 219 213 130 157 in the automobile industry what has been taken 
ye econ ——- pabussccessssess . =~ i rn pened ne from them by the rise in the cost of living since 
uredie OOGE en. sccvccccecescrscescesecs cr. the first of the year." Actually, according to 
Non-Durable Goods .................... Oct. 236 228 205 158 the Labor Bureau's index, the Cost of Living 
has risen only 12.5% since the beginning of the 
BUSINESS INVENTORIES, End Mo. year. 
Total (cd) —$b Oct. 34.0 32.4 27.4 26.7 * * * 
- th a — obceptencecncsemeercesereetset — er ed er we In claiming that large wage increases can be 
Retailers’ Oct. 9.1 8.5 68 72 met immediately without rising prices, the 
Dept. Store Stocks (mrb)................ Oct. 2.1 2.0 1.5 1.4 C. |. O. is merely resurrecting A Fallacy origi- 
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Production and Transportation 





















































Latest Previous Pre- 
Wkor Wkhoor Year Peari PRESENT POSITION AND OUTLOOK 
Date Month Month Ago _— Harbor 
BUSINESS ACTIVITY—iI—pc Dec. 14 153.7 751.1 149.0 141.8 
(IM. We Span one cceccccecseceeee Dec. 14 168.1 165.3 161.6 146.5 nally handed out as propaganda, and subse- 
propag 
INDUSTRIAL PROD. (rb)—i—np | Oct. 182 181 168 174 qeenily. repudiated, ‘by tin: Coaunerse ‘Depat 
Mining Oct. 137 144 138 133 ment under ex-Secretary Wallace. It is intended 
Durable Goods, Mfr. ...........c.-0000-. Oct. 214 212 191 215 to discredit our system of free enterprise and 
Non-Durable Goods, Mft........ ....... Oct. 171 168 158 141 to condition gullible minds to the blessings of 
CARLOADINGS—+—Total Dec. 14 829 729 772 833 communism. 
Manufactures & MisceHaneous...... Dec. 14 360 395 342 379 * * * 
” SE 3 See Dec. 14 124 129 117 156 
Grain ......... Dec. 14 54 55 55 43 _ The “Ability to Pay" slogan slyly overlooks 
ELEC. POWER Output (Kw.H.dm| Dec. 14 4,778 4,673 4,154 3,267 eee eee ee 
1—Undistributed fit t I 
SOFT COAL, Prod. (st) m Dec. 14 13.2 ee ee 
Cumulative from Jan. UV nccccsssu--c0- Dec.14 50! 488 557 446 valaan tivated tama 
Stocks, End Mo Oct. 55.1 52.4 48.0 61.8 new equipment, thereby creating employment. 
PETROLEUM—(bbis.) m 2—Profits distributed as dividends must be 
Crude Output, Daily Dec. 14 4.7 4.7 4.5 4.1 large enough to attract investment capial. 
oa — Saree a ne he z z . 3—Savings invested in business prevent over- 
Heating OW Stocks Dec. 14 62 64 4l 55 buying consumer goods, thereby helping to hold 
LUMBER, Prod. (bd. ##.) Dec.14 450440 satin 
rod. (bd. ft.) m ec. 345 632 _e 
Stocks, End. Mo. (bd. #t.) b........ Oct. 4.4 4.1 38 86 «12.6 4—Large profits ace required in boom yeors 
; meet ©. let) pe : to build up reserves for carrying business con- 
STEE PROD, > m ov. 6.38 6.91 6.20 6.96 * * 
Cumutative from Jan. V.cc.cce-cc- Nov. 60.6 60.3 736 747 — — anaes _ " Hee ae 
i—Large profits earned since V- ay have 
—.. —" 86 127 64 94 been confined to industries that were relative- 
Gunsietice bam den. '................... Dec. 19 5,166 5,080 2,266 5,692 ly strike-free. Strike-ridden heavy industries, in 
MISCELLANEOUS which the C. |. O. is dominant, have mostly 
Paperboard, New Orders (st)t...... Dec. 14 168 207 150 165 operaied at a loss, despite the benefit of less 
Cigarettes, Domestic Sales—b...... Oct. 32.8 26.9 31.3 17.1 carry-backs. Passenger car manufacturers, for 
Cigars, Domestic Sales—m ............ Oct. 588 458 513 543 example, had a net loss of $5.5 million in the 
Mf'd. Tobacco, Dom. gt a oo Py Pr 31.2 27.6 first 9 months of 1946—0.2c per dollar of sales, 
Portland Cement Prod. “=| re ct. 4 : 1t.l 14.9 : . 
Machine Tool Shipments—$m........ Oct. as 46 6 le Leer ene ee 











ag—Agriculture Dep't. b—Billions. 


eb—Census Bureau. 


cd—Commerce Dep't. 


cd2—Commerce Dep't. Avge. Month §939—100. 
edilb—Commerce Dep't. (1935-9—100), using Labor Bureau and other data. en—Engineering News-Record. |—Seasonably adjusted Index. 
1935-9—100. Ib—Labor Bureau. Ib2—Labor Bureeu, 1926—100. Ib3—Labor Bureau, 1935-9—100. Ib4—Labor Bureau, 1939—#00. tH—Long 
tens. m—Millions. mpt—At Mills, Publishers and in Transit. mrb—Magazine of Wall Streeet, using Federal Reserve Board data. 
Without compensation for population growth. po—Per capite basis. tbh—Federal Reserve Board. 
ment and Charge accounts. st—Short tons. t—Thousands. tf—Treaiury and Reconstruction Finance Corp. 


np— 
rb2—Federal Reserve Board, instal 
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No of 1946 Indexes (Nov. 14, 1936, Cl.—100) High Low Dec. 14 Dec. 21 

Issues (1925 Close—100) High Low Dec. 14 Dec. 21 100 HIGH PRICED STOCKS.. 112.55 80.46 86.16 88.17 

300 COMBINED AVERAGE .... 191.7 129.8 138.6 141.8 100 LOW PRICED STOCKS.... 247.97 156.49 165.39 168.28 
4 Agricultural Implements .. 265.7 149.5 159.9 167.0 6 Investment Trusts .............. 84.1 55.1 57.9 59.2 

11 Aircraft (1927 Cl—1l00).. 284.4 153.7 164.9 167.2 3 Liquor (1927 Cl—I00).... 1479.8 858.3 955.5 947.7 
6 Air Lines (1934 Cl.—100) 1208.6 558.6 574.3 632.2 B Machinery oo ©2064 = 130.5 144.6 (149.6 
Si RMIRENROUIE. osc cs cin sutdssccoesyss 218.6 143.7 145.3 146.6 S Mall Order. c...ccccc..::.. 2063 116.8 127.6 128.2 

15 Automobile Accessories... 336.2 181.0 201.0 208.2 3 Meat Packing .........0...00000. 132.7 92.4 107.1 103.1 

BU Autammebiles: |... cccscccccces-s:03- 62.2 33.5 35.7 36.7 13 Metals, non-Ferrous .......... 299.7 176.3 188.2 196.1 
3 Baking (1926 Cl.—100).... 26.0 20.2 23.3 23.4 EL COC ae ee RE ek ee 44.0 32.7 37.6 39.7 
3 Business Machines .............. 360.3 255.1 283.8 287.0 Me MOIR 5c cccechscscccceseesiosts 227.0 169.9 178.3 184.7 
2 Bus Lines (1926 Cl.—100) 229.9 155.6 167.3. -—-:1172.3_ | 20 Public Utilities .............. 165.5 1115 129.6 130.7 
MP CHONNERNE, oscsccscccissessSennresia 290.2 214.1 226.1 233.3 5 Radio (1927 Cl.—100)...... 42.0 19.2 19.6 20.2 
BG ed MAING) <.c<d.s<2<050552000000 32.4 18.0 18.3 18.6 8 Railroad Equipment ........ . 110.6 63.4 72.1 74.4 
4 Communication ..............5 99.7 51.6 54.7 57.0 DA AUMOMEEE,  ooinlscicesccsaaciccccteock 40.8 22.5 26.0 26.2 

TRIOS yl a | ee 85.1 56.1 60.9 64.3 a RGN clears ota cccpede acces 56.7 26.0 27.2 28.1 
TGONUSIGEE cacciccecssescsansorsaseee 462.6 315.5 330.8 342.9 A SHIPGUNGING) © c6sce.0iciscoiesics 178.8 102.1 104.7 106.4 
8 Copper & Brass ................ 141.8 95.1 108.6 111.9 oy LT Screen 647.0 446.0 470.6 478.0 
2 Daley Groguets: si<.<s5.<00005<0.5- 81.5 64.6 69.4 70.3 £2 Steel: & leew: ..........0c..6.sccsss00 149.3 106.9 111.9 114.2 
5 Department Stores ............ 132.9 TZ 82.8 79.9 WBA © vic vask cxsisan occeetneyceavins 88.9 62.1 69.8 67.7 
5 Drugs & Toilet Articles...... 277.4 194.8 216.8 220.5 7 op lst SEER ae Ree? 295.3 236.9 252.0 249.5 
2 Finance Companies .......... 313.9 203.6 230.1 250.4 RC ene te eee 189.7 126.7 136.0 140.6 
PF Baad (Brands: siécatwcscicctesss 236.4 177.2 187.3 190.2 3 Tires & Rubber .......0.0........ 51.9 35.3 37.1 38.0 
2 Badd: SHOUGG: i... scscksscoscccessise 100.3 69.7 72.7 73.8 Se NNR AE 5 cosh sires cacassdacctevenceas 99.6 76.6 81.1 83.2 
IG UUIEIND © ccccskcéssecesessteaccavaces 125.8 775 83.1 83.1 2 Variety Stores... 379.3 299.4 324.9 317.2 
3 Gold Mining ............ccc 1346.1 767.9 769.0 774.0 18 Unclass (1945 Cl—100).. 116.1 83.1 88.0 90.2 

New LOW since: a—1945; b—1944; c—1943. 
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Trend of Commodities 





The fortnight ended Dec. 21 witnessed mixed changes in 
farm commodity prices, futures were somewhat reaction- 
ary on Government forecasts of bumper crops for this year 
and next; but cash wheat, corn and cotton ruled moderately 
higher. Retail food prices, on an average, were at record 
high levels in mid-November, but Agriculture Secretary 
Anderson predicts that they will hold steady for a few 
months and then decline late next year. He believes that 
no "break" is in prospect. Looks as though the winter wheat 
crop may top a billion bushels greater than the combined 
winter and spring harvests of all but four years in the 
Nation's history. 1935-44 average for the winter wheat 
harvest was only 618 million bushels. To stabilize wheat 
prices, the Government would like to step up exports of the 





grain; but is hampered by box car shortage. Cotton prices 
can stand up without crutches for several years to come. 
Stocks by next August will be down to only 3 million bales 
—lowest in 20 years.To meet home and export demand 
the 1947 crop will have to reach 12 million bales—50%, 
above this a nang Relord flour grinding is flood- 


ing the market with bran. New York price has dropped to 
$44.50 a ton, from the black markte peak of $6.5 reached 
only a few weeks ago. Since bran is the key feed item for 
both cows and chickens, it looks as though poultry, eggs 
and dairy products may be slated for lower prices. House- 
wives and hubbies, please smile. Industrial and institutional 
allotments of sugar for the first quarter will be the same 
as for Oct.-Dec. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODIES 
Spet Market Prices — August 1939, equal 100 


Date 2 Wk. | Mo. 3 Mo. 6 Mo. | Yr. Dec. 6 
Dec.21 Ago Ago Ago Ago Ago 1941 
28 Basic Commodities ...... 303.1 298.1 298.0 242.2 198.1 187.0 156.9 
11 Import Commodities .... 390.0 286.8 290.7 225.2 171.9 168.9 157.5 


Date 2 Wk. | Mo. 3 Mo.6 Mo. ! Yr. Dec. 6 
Dec.21 Ago Ago Ago Ago Ago 194! 
Agriculture... 309.6 312.2 313.5 292.7 255.2 232.7 163.9 
Be ree 362.1 360.6 368.2 302.1 227.2 212.6 169.2 


7 Domestic 
12 Foodstuffs 





























17 Domestic Commodities.. 311.8 305.7 302.8 253.9 217.1 199.7 156.6 16 Raw Industrials ............ 265.0 258.2 254.0 205.0 178.5 169.7 148.2 
RAW MATERIALS SPOT INDEX COMMODITY FUTURES INDEX 
seer. oct. NOV. oec. SEPT. ocT. NOV. DEC. 
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14 Raw Materials, 1923-5 Average equals 100 


Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 


1946 1945 1944 1943 1941 1939 1938 1937 
i 128.8 95.8 945 92.9 85.7 78.3 658 93.8 
BN i inssecoozse 95.5 936 91.8 89.3 74.3 61.6 57.5 64.7 


























Average 1924-26 equals 100 
1946 1945 1944 1943 1941 1939 1938 1937 


127.07 106.41 98.13 96.57 84.60 64.67 54.95 82.44 
Low ........ 104.2! 93.90 92.44 88.45 55.45 46.59 45.03 52.03 
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Freeport vs. Texas Gulf 





(Continued from page 370) 


These statistics focus attention 
on the static qualities of Texas 
Gulf, disclosing the slightly more 
liberal market appraisal for the 
less volatile stock, most of whose 
earnings are disbursed in divi- 
dends. The fact that Freeport 
shares reached an all-time peak 
this year surpassing their 1929 
top, whereas Texas Gulf stock 
displayed indications of mability 
to maintain its price differential 
and fell substantially short of the 
1929 high, implies that Freeport 
is continuing to gain popularity 
at the expense of its larger rival. 
So far as statistical evidence dis- 
closes, there has been no change 
in the trend that set in several 
years ago. 

The important unknown fac- 
tor in making a comparison is the 
potential life of mineral reserves. 
No one can say positively how 
long profitable operations may 
continue at properties now be- 
ing worked. Managements in 
each case probably have their 
own ideas of possible exhaustion, 
but public estimates are in- 
definite. Published figures in- 
dicate that reserves controlled by 
each company may be sufficient 
to permit continuance of opera- 
tions at approximately the cur- 
rent rate for another 25 to 30 
years. Extensive explorations 
have failed thus far to reveal any 
commercial deposits in this coun- 
try aside from those now in use. 
The Hoskins mound in Texas, 
which Freeport has operated on a 
royalty basis is believed to be ap- 
proaching exhaustion after about 
24 vears of operation, and invest- 
ment has been completely amor- 
tized. Accordingly, so far as the 
layman can determine, there is 
little choice between the two con- 
cerns on the basis of possible life 
of reserves. 

The market has taken cog- 
nizance of Texas Gulf’s greater 
stability and greater dividend 
liberality by appraising the stock 
at a higher price-earnings ratio. 
The lower earnings appraisal for 
Freeport reflects the more con- 
servative policy and the slightly 
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greater speculative factors in- 
herent in the risk involved in the 
search for additional properties. 

Freeport management’s fore- 
sight in leasing and developing 
the Grand Ecaille properties and 
in preparing for development of 
the Cuban manganese mines en- 
abled this company to improve 
its earnings more effectively dur- 
ing the war than its larger com- 
petitor. In turn, this progress 
has led to gradual increase in 
dividend rates and contributed to 
the narrowing price differential. 
With the end of the war and the 
passing of the urgent need for 
Cuban manganese, the outlook 
for the Cuban venture is less 
promising. Nevertheless, Free- 
port apparently has written off 
substantially all of its costs and 
may derive a moderate income 
from that source. Earnings from 
the Cuban manganese property 
have been less this year than in 
1945 and seem likely to be com- 
paratively unimportant in 
coming years. Nevertheless, with 
the elimination of excess profits 
taxes, net profit for 1946 seems 
likely to be comfortably ahead of 
last year in the case of both com- 
panies. Under favorable business 
conditions, both companies ap- 
pear well situated to register 
earnings in excess of the average 
for the last decade. With an es- 
tablished policy of liberal divi- 
dends, the stocks have appeal 
for investors able to assume or- 
dinary business risks. 


Freeport probably will con- 
tinue to have greater appeal than 
Texas Gulf for investors who 
prefer securities having at least 
moderate growth potentialities. 
Moreover, in view of the threat 
of stricter enforcement of tax 
regulations outlawing unreason- 
able withholding of earnings, there 
seems hope for more liberal divi- 
dends for this company’s stock- 
holders, particularly now that 
working capital has been so 
greatly enlarged. Dividend poli- 
cies calling for disbursement of 
less than 70 per cent of net 
profits may be challenged. <Ac- 
cordingly, this factor appears to 
strengthen Freeport’s potentially 
greater dividend-paying ability. 

Depreciation policies provide 
another basis for comparison of 
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Evolution 


By MARK MERIT 





Looking over the Annual Report of 
Schenley Distillers Corporation, one is 
impressed with figures which tell the 
financial story of a business which 
added up to consolidated net sales of 
almost $644,000,000 for the fiscal year 
ended August 31, 1946. But it isn’t the 
“arithmetic” phase of the Annual Re- 
port which interests this writer most— 
the balance sheets, the statement of 
profit and loss, of surplus, etc., ete. It 
is the human side of the report—the 
sections which tell of the company’s 
fine relations with its employees, its 
public services, its record as a “good 
citizen.” The management and direc- 
tors of the Company must be under- 
standably proud, to metion in this lat- 
est Report, that of 1,501 employees re- 
leased from the military service, 88% 
have returned to Schenley—in many 
cases to better jobs. This in face of the 
fact that the average for all U.S. in- 
dustries is 50%. These are eloquent 
figures. 


We're going to quote again, one 
sentence from a recent address by 
Charles F. Brannan, Assistant Secre- 
tary of Agriculture. “... the great 
majority of the people, 1 am sure. still 
think of distilleries almost exclusively 
in terms of beverage alcohol—in terms 
of liquor.” Schenley’s latest Annual 
Report shows conclusively that bever- 
age production is only one of the corpo- 
ration’s activities. For instance, thou- 
sands of tons of high-protein vitamin- 
rich feed supplements for cattle, swine 
and poultry are being produced. An- 
other contribution to the farming in- 
dustry is the Company’s work in the 
development and production of anti- 
biotics for treatment of plant and ani- 
mal diseases. In the field of medicine, 
Schenley laboratory research experts 
are concentrating on development of 
new production methods for penicillin, 
streptomycin and other life saving 
pharmaceuticals. In addition, Schen- 
ley’s General Research Laboratories 
support basic research and clinical 
studies in some 10 universities, hospi- 
tals and research foundations. 


In this troubled post-war world, we 
occasionally hear mention of the word 
“revolution.” It can be a frightening 
word. But, if you take away the “r’, 
you have “evolution,” and that’s better! 
For “evolution” means development 
and progress—a graphic example of 
which is contained in that Annual Re- 
port we’ve been talking about! 


FREE —96-PAGE BOOK —Send a post- 
card or letter to MARK MERIT OF 
SCHENLEY DISTILLERS CoRP., Dept. 15A, 
350 Fifth Ave., N. Y. 1, and you will re- 
ceive a 96-page book containing reprints 
of earlier articles on various subjects. 














the companies. In general, man- 
agements follow a program of 
writing down valuations of 
plants and sulphur producing 
equipment at rates designed to 
cover estimated life of deposits to 
which related or life of the equip- 
ment involved, whichever is 
shorter. Freeport has been de- 
preciating its Hoskins Mound 
equipment at 6 2/3 per cent an- 
nually and its Grande Ecaille 
- plant at 6 per cent annually. De- 
pletion of leaseholds is based on 
output at the rate of 10 cents a 
ton produced, but in the case of 
Hoskins, the leasehold deprecia- 
tion has been completed. 

Texas Gulf has a policy of 
amortizing “land and develop- 
ment” through inclusion in pro- 
duction costs of an amortization 
provision based on book value of 
each mine treated separately re- 
lated to estimated tonnage of sul- 
phur recoverable. As for plants, 
depreciation apparently is cal- 
culated to provide for compensa- 
tion of cost of the several plants 
over their estimated useful lives, 
limited to the estimated period 
required for exhaustion of mines 
with which each plant is identi- 
fied. This company’s deprecia- 
tion and amortization charges in 
recent years have been averaging 
slightly less than 6 per cent of 
gross. 

As mentioned earlier, Freeport 
is believed to have written off the 
major part of its investment in 
its Cuban affiliates, so that in- 
come from that source in future 
years, even though modest, may 
be larger than would have been 
the case if additional write-offs 
were necessary. 





Rail Equipments 





(Continued from page 366) 


dividend rate has been easily 
maintained, and next year might 
perhaps be increased if all goes 
well. While an improvement 
seems in sight for ACF’s competi- 
tor, Pressed Steel Car Co., opera- 
ting handicaps in 1946 for this 
concern brought deficits in net 
earnings during more than one 
quarter, and dividends had to be 
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omitted. However, the company 
is reported to have sizable unfilled 
orders for freight cars on its 
books and if normal conditions 
return soon, may be once more 
rated among the dividend payers. 

As for makers of passenger 
cars, Pullman, Inc. is far and 
away the most interesting candi- 
date for improved prosperity in 
the new year. This concern is in a 
way to benefit decidedly from a 
very large passenger car buying 
program already started. On the 
average for nearly fifteen years 
past, less than 200 cars of this 
type were added annually to the 
nation’s railroads, with the result 
that almost half of the 18,500 
cars now in use are more than 
25 years old. Meanwhile, the 
roads have learned by experience 
that the modern and _ costly 
streamliners pay for themselves jin 
a very short time. In view of 
heightened competition from bus- 
es and airplanes, the railroads 
have now placed orders for more 
than 2600 light-weight stream- 
lined cars, or more than the total 
built from 1934 to 1942. The 
bulk of this business is going to 
Pullman’s subsidiary, Pullman- 
Standard Car Manufacturing Co. 
Backlog orders of this division 
and M. W. Kellog, another sub- 
sidiary were reported as $267 
million on August 1, 1946. 
Though Pullman earnings shrunk 
during the first half of 1946, this 
did not deter the payment of $3 
per share as full dividends for the 
year, the same as in the previous 
year. Given enough materials 
during 1947, the company should 
do exceptionally well for itself, 
and if the $72 million cash from 
the sale of the sleeping car busi- 
ness becomes subject to distribu- 
tion, stockholders may have 
grounds for special optimism. 

In the locomotive field, good 
business ahead seems assured for 
the three leading competitors, 
American Locomotive Co., Bald- 
win and Lima. 

Aside from large orders for ex- 
port, our domestic railroads in 
late November had 53 more loco- 
motives on order than a year ago. 
Class 1 roads had then contracted 
to to purchase a total 573, of 
which 500 were diesel, 67 steam 
and 6 electric. While this might 
emphasize the growing demand 


for diesels as against steam, the 
battle for supremacy between the 
two forms of motive power has 
by no means reached the conclu- 


sive stage. Fact is that many of 
the coal carrying roads naturally 
prefer this fuel, if an equal or 
better efficiency factor can be 
proven. Recent development of 
both Diesel-electric and steam 
giants capable of operating over 
long distances at monthly mile- 
ages exceeding 25,000 has left 
the contest still unsettled. When 
it comes to the Diesels, General 
Motors is a dominant factor, and 
General Electric also has teamed 
up on a large scale with the big 
locomotive builders. From a prac- 
tical production viewpoint, much 
interest has been aroused by plans 
to build the Diesels on a mass 
line basis rather than by the 
former tailor made process. 


Regardless of barriers against 
full scale production early in 
1946, an improvement in full 
year earnings for American Loco- 
motive Co. should occasion no 
surprise. And if operations dur- 
ing 1947 are relatively smooth, 
net should be well sustained. The 
regular 35 cents per share divi- 
dend appears stable, and extras 
may continue to enhance the in- 
come of shareholders. Of the com- 
pany’s unfilled orders of about 
$75 million at the middle of 1946, 
$28 million came from foreign 
sources. Shipments by Baldwin 
have trended upward since mid- 
year, and with improved operat- 
ing conditions net for the full 
year is expected to approximately 
equal that of 1945, when $1.79 
was reported. 

At last account, unfilled orders 
of this locomotive maker were not 
far different from those of ALCO. 
While dividends per share de- 
clared in 1946 came to $1.25 
against $1.50 in 1945, an unin- 
terrupted business in 1947 could 
well even up the difference again. 

Net earnings of the brake 
manufacturers, such as Westing- 
house Airbrake and New York 
Airbrake showed decided improve- 
ment during 1946 compared with 
1945 and there is no indication 
that 1947 will prove less fortun- 
ate in this respect. These con- 
cerns had few reconversion prob- 
lems to struggle with and were 
kept exceedingly busy filling 
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orders under the obligatory AB 
airbrake program. As_ these 
brakes are still required for about 
35% of the railroad’s old freight 
cars and must also be supplied for 
all new ones built, it seems clear 
that business of this kind will 
continue good during 1947. With 
ample tax relief and large volume 
in 1946, net of Westinghouse Air- 
brake will probably double the 
previous year’s showing. While 
New York Airbrake also made 
decided gains in net, according to 
estimates, the improvement may 
not be quite as impressive as that 
of its competitor. But to decide 
the matter, only the final report 
for the year can tell the real 
story. At any rate, both of these 
concerns might easily show 
greater liberality to their share- 
holders during the year now 
under way. 





Bond Market Outlook 
for 1947 





(Continued from Page 375) 


high and dry. As always hap- 
pens, there have been outstanding 
exceptions to the rule, both in the 
Southern Hemisphere and across 
the Atlantic, of which space pre- 
cludes discussion. Until such time 
as the world achieves a much 
higher degree of economic and fi- 
nancial stability, the tainted for- 
eign bonds must remain in the 
highly speculative class. In 1947, 
however, new bonds of the World 
Bank will afford a sounder outlet 
for the funds of American inves- 
tors. 





For Profit and Income 





(Continued from page 377) 


if there should be further general 
decline in the market. This de- 
partment does not predict 
further decline—it is just “allow- 
ing for” it, until and unless there 
is convincing basis for believing 
the contrary. 


Liquor Stocks 


In the liquor trade it is be- 
lieved that there will be some 
price-cutting before long at the 
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Men at work... 





more Productively 


—thanks to Quiet Comfort 


ES, sound conditioning rates high on 
Vine list of things necessary for more 
productive workers and better employee 
relations. 


Because “Noise has been responsible 
for impaired hearing, fatigue, neuroses, 
increased blood pressure and decreased 
working and mental efficiencies,’ reports 
the Manual of Industrial Hygiene. 


Be sure that noise does not impede the 
efficiency and comfort of your workers. 
Consult your local Acousti-Celotex dis- 
tributor now. He’s a Celotex-trained 
technician and a member of the world’s 
only organization with the combined ex- 
perience of more than 100,000 acoustical 





ACOUSTI-CELOTEX 


installations of all kinds. 


And he features Acousti-Celotex drilled 
fibre tile—used to sound condition more 
offices, factories, churches, schools, 
banks, theatres and hospitals than any 
other acoustical material. 


Consult him with confidence, too. His 
advice is yours without obligation, and 
he guarantees results. A note to us will 
bring him to your desk. 

* * * 
FREE! “25 Answers to Questions on Sound 
Conditioning.” A quick, easy, amazingly com- 
plete education on the facts of sound condi- 
tioning. Free for the asking. Write: The Celo- 
tex Corporation, Dept. WS-147, Chicago 3, Ill. 


wilh, 


REG. U.S. PAT. OFF. 


” Porflralled Fibre Tile Mi nseion 


Sold by Acousti-Celotex Distributors Everywhere »« In Canada: Dominion Sound Equipments, Ltd. 


A PRODUCT OF THE CELOTEX CORPORATION, CHICAGO 3, ILLINOTS 





retail level, but not by the manu- 
facturers. We go along with 
that, with fingers only a little 
crossed. It is as sure as shooting 
that the honeymoon sellers’ mar- 
ket is over for retailers. It is also 
sure that bonded stuff wiill re- 
main scarce through 1947. 
Finally, the bulk of the manufac- 
turing business is in much 
stronger hands than it was before 
the war, and leading companies 
lean toward a “live and let live” 


philosophy. Still, as said, we 
have our finers just a_ little 
crossed, for there are some small 
distillers remaining in the game 
and independent. When sales lag, 
the time-tested way to compete is 
to shade pices. Somebody could 
start doing it. Liquor stocks had 
a beautiful bull-market ride, one 
of the best of all. This column 
would just as soon leave the rest 
of the ride to somebody else, fig- 
uring it to be downward. 
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Communication 


Telephone workers are out for 
a wage increase of about $12 a 
week. They’ll no doubt get less. 
Whatever it is, American Tele- 
phone & Telegraph will find it 
less easy than heretofore to ab- 
sorb higher costs, for the benefits 
of lower taxes, decisive in 1946, 
are not continuous. It would cer- 
tainly be premature to question 
the $9 dividend. We would not 
disturb holdings; but if we 
wanted more of the shares, we 
would expect to be able to buy 
them cheaper in due _ time. 
Western Union, also facing 
further rise in costs, is a horse 
of a different color. This column 
warned readers to get out of 
Western Union A months ago 
when it was around 50. It is now 
down to 19, and still looks too 


high to our eyes. 





New Stocks in Old 
Established Companies 





(Continued from page 368) 


stock has nevertheless held steady 
at about 43 against an initial of- 
fering price of 41. The first 
quarterly dividend of 45 cents 
per share is supported by a gen- 
erous margin of net earnings and 
potentials for both sales and prof- 
its during the medium term on 
the bright side. Common stock of 
Heinz now publicly held totals 
only about one-seventh of that re- 
tained for family ownership. 
Although more than 18,000 
stockholders carry shares of Gulf 
Oil Corporation in their port- 
folios their average holdings were 
very small compared with the 5.4 
million shares on December 31, 
1945 owned by the Mellon fam- 
ily interests of Pittsburgh. At 
that date the percentage of total 
outstanding shares held by the 
Mellons came to 59.56%. As at 
current prices this means an in- 
vestment of over $30 million in 
one enterprise, three members of 
the family and certain family 
trusts may have recently decided 
to lighten ship a bit by selling to 
a group of underwriters 399,860 
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shares from their vast holdings. 

But fact is that.tax considera- 
tions rather than desire for diver- 
sification may also have stimu- 
lated this move. Even as we write, 
the shares are being distributed at 
a price of 63, which compares 
with a high for 1946 of 78 and a 
low of 5644. The holdings and 
business record of this sizable unit 
in the oil industry are such that 
the shares have always held high 
esteem in the minds of investors. 
Fully integrated as the company 
is, with large oil reserves, refining 
and marketing subsidiaries, its 
products are sold all over the 
country and in many foreign 
lands. 

Net earnings of Gulf for the 
first six months of 19466 were 
around $26 million, equal to 
$2.96 per share, against $4.76 
earned in all of 1945. Except for 
the 1932-35 period dividends 
have been paid in every year since 
1913, the rate during 1944 and 
1945 having been $2 per share. 
While a regular rate of 25 cents 
per share quarterly has_ been 
maintained in the current year, 
special dividends have raised the 
total for 1946 to $2.50 per 
share. Now that price controls 
have been eliminated and the 
prospects for continued large vol- 
ume appear good, profit margins 
could well continue to widen dur- 
ing the near future, enhancing 
dividend potentials accordingly. 

Recent announcements of a 
public offering of 50,000 shares 
of 414% preferred stock of Car- 
son, Pirie, Scott & Company, a 
department store located on Chi- 
cago’s State Street for the past 
60 years, has brought an oppor- 
tunity for investment in this fam- 
ous enterprise. But, as has been 
the case since 1854, not a share 
of the common stock has been 
pried loose from the portfolios of 
the three families who own com- 
plete control of the business. Ob- 
ject of the new financing in this 
instance was to provide additional 
funds for modernization and to 
carry inventories at presently 
higher price levels. During the 
year ended January 31, 1946 the 
company’s volume was $46.2 mil- 
lion and during the next eight 
months totalled $36.7 million. Net 
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income during the former period 
was $1.07 million, rising during 
the following eight months to 
$1.7 million. As annual dividend 
requirements for the preferred 
come to only $225,000, a high in- 
vestment rating seems warranted 
for this senior issue. 

Still another initial public fi- 
nancing to attract public atten- 
tion has been that established by 
James Lees & Sons. This concern 
is the outgrowth of an enterprise 
established just a hundred years 
ago, in 1846, and has remained 
continuously under the ownership 
of the founder’s descendants. The 
company makes and sells wool 
pile carpets, rugs and wool yarns, 
along with a moderate amount of 
cotton duck. Volume during 1945 
amounted to $22.5 million, prac- 
tically doubling that of $11.3 
million in 1938. The financing 
had a triple purpose by refund- 
ing an issue of 7% preferred, 
providing additional working 
capital for the company and es- 
tablishing a broad market for 
common shares, of which about 
75% are still held by their orig- 
inal owners. To accomplish this 
goal, 30,000 shares of 3.85% pre- 
ferred were issued, partly for ex- 
change and partly for sale, and 
203,833 shares of $3 par common 
were purchased from the family 
holders. During the past decade, 
annual net earnings have ranged 
from a low of $72,750 in 1938 to 
over a million in 1939 and 1941. 
During the first nine months of 
1946, net has trended sharply up- 
ward to over $2.8 million because 
of favorable operating and mar- 
keting conditions. On 817,000 
shares of common outstanding 
this would be the equivalent of 
about $3.40 per share for the pe- 
riod mentioned. Reports are that 
35 cents quarterly will be paid at 
the start on this equity. 

On an appended table we have 
listed a number of other issues of 
concerns who rather recently have 
made first time public offerings, 
but lack of space precludes any 
detailed discussion of them, in this 
article. In the case of Corning 
Glass, however, the Magazine of 
Wall Street published a full ana- 
lysis in the issue of November 10, 
1945. 
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Agriculture Goes Big 
Business 





(Continued from page 36+) 


many new industrial roles in plas- 
tics, ornamental metals, fibers, 
explosives and paints. Corn 
starch is a coming rival of the 
three other great hydro-carbon 
compounds—coal, crude oil and 
wood. To mention only one in- 
stance, zein, a cornstarch pro- 
duct, is now being rapidly devel- 
oped as a coating for paper and 
wood; it forms a glossy scuff- 
resistant film, insoluble in vege- 
table and mineral oils. It has been 
substituted for shellac on phono- 
graph records, and may also be 
used in ink for high speed print- 
ing. 

Farming is being rapidly con- 
verted from the old-fashioned 
drudgery — scratching a liveli- 
hood from the soil—to big busi- 
ness, using the best tools that 
modern science and research can 
supply, and applying modern 
business methods and large scale 
production efficiency. While some 
farmers may suffer individually 
from the readjustments of coming 
years, farming as an industry wil! 
benefit enormously, and the coun- 
try along with it. 





Sale of Record Discs 
Exceeds 165 Million 





(Continued from page 372) 


degrees, the advent of automatic 
disc changers, better kinds of sty- 
lus, and broadening scope of ren- 


‘ditions, have made possible the 


arrival of handpicked music in 
every household able to afford the 
luxury, while for children low 
priced records and phonographs 
are obtainable even in the five 
and ten cents stores. While to 
the trained ear, the scratch of the 
needle still may be heard as a 
detriment to the most desirable 
reproduction of music, in recent 
weeks it is said that a method has 
been devised to eliminate even 
this minor deficiency. Additional 
improvements, such as lengthen- 
ing of reproductions to make pos- 
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sible the rendition of complete 
symphonies, point to advantages 
which are likely to expand sales. 

Little by little, also, the disc 
makers are finding it profitable 
to supplement reproduction of 
music by inclusion of educational 
or entertaining material based on 
simple talk. One disc maker, sell- 
ing reproductions of classical 
music, for example, now provides 
explanatory comments by Deems 
Taylor. Station WOR, too, is out 
with discs featuring the “Voice of 
Franklin D. Roosevelt.” Profes- 
sional readers and actors now re- 
cite fairy tales for the children. 
And the Government itself has 
taken a long step forward for 
furnishing records of complete 
books which the blind may hear 
without moving from the family 
rocking chair. Lastly “juke 
boxes” all over the country are 
using a tremendous number of 
records in peddling songs and 
swing music at a cost of a nickle. 

The manufacture of a disc rec- 
ord in itself is not a very difficult 
procedure. The master disc is a 


mere piece of blended lacquers 
flowed upon a metal base to 
harden. When a sapphire pointed 
stylus has etched the sound vibra- 
tions upon this surface, it is care- 
fully removed to be electroplated 
with silver or gold so that an in- 
definite number of hydraulically 
pressed shellac or plastic copies 
can be produced. The big trick, 
of course, is in the original regis- 
tration of sounds through a num- 
ber of microphones, requiring 
great technical skill. Under mod- 
ern conditions, the process entails 
a great deal of expense, for the 
artists are highly paid and must 
receive continuing royalties. Dur- 
ing war years, drastic shortage of 
shellac greatly hampered produc- 
tion, but at last the supply of this 
material from foreign shores has 
now become ample. 


Analysis of the relative posi- 
tions of competitors in this inter- 
esting field is rendered difficult 
because operations of both Victor 
and Columbia companies are hid- 
den from public view through 
their inclusion in the over-all ac- 
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: Ys. fetal The Most Useful 
oF INVESTMENT TOOL 


You Can Have Today! 


1650 Stocks Appraised 


In This Simple ... Clear ... Easy to 
Understand Investors Handbook 


§ dear Investors Guide contains the essential data you need for 


evaluating your present holdings . . . and your contemplated 


purchases. Comparable in every way to similar services selling at $20 
to $30 a year, it digests exhaustive findings to give you: 


Industrial 
Section 


Company’s Business . . . Ticker Symbol, Where Listed. 

Capitalization, Par Value . . . Funded Debt of Each Company, Number of 
Common and Preferred Shares Outstanding. Par Value of Common. 
Financial Strength . . . Working Capital in Millions of Dollars, Ratio of 
Assets to Liabilities. 

Dividend Record . . . Amounts paid on common °44, °45, to date in 746. 
Amount and Date of Latest Payment; Date Ex-Dividend. On preferreds, 8- 
year Dividend Record; Cumulative or Non-Cumulative; Convertible; Arrears, 
if any; Call Price; etc. 

Earnings Record . . . Earnings per share in 1942, 1943, 1944 and 1945. Interim 
Figures for 1945 and 1946. 

Price Range for 1929-1944 . . . Over Boom and Depression, War and Peace; 
Highs and Lows for 1945, 1946 to date. 

Extras Include . . . Latest Commission Charges on N. Y. Stock Exchange and 
N. Y Curb; % Yield on Stocks Considering Price and Dividends. 





Discusses 39 industries . . . with definite conclusions as to 
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ocmcrters AN INVITATION TO OUR MAGAZINE SUBSCRIBERS 


in three classifications. 











INVESTORS GUIDE, 90 Broad Street, New York 4, N. Y. 
C) I enclose $10 to enter my subscription to Investors Guipe for one year.... 


12 issues. 


C) I enclose $17.50 for one year (12 issues) of Investors Guipe and one year 


(26 issues) of THE Macazinge or Watt StrEET; including Confidential In- 
quiry Service. 


blah tata Beate De ete ee et aT eee eT eee eee fe see ee ee ee ee 


PS OO Pgh 0/00 0 09K O SO b.0 0010. 0:0:0 00 06 dbs do} pice 0/0 b 6 ood 0 018 0010 66:60 866 6d cc b epic’ 

















THE MAGAZINE OF WALL STREET 


tivities of RCA and Colombia 
Broadcasting Companies respec- 
tively, and have been so for a 
good many years past. It seems 
certain, however, that these two 
concerns along with Decca Rec- 
ords, have accounted for about 
80% of the business in recent 
years. Decca started business in 
the United States only ten years 
ago as the offspring of a British 
enterprise and under the helping 


hand of Paramount Pictures, | 
which later sold its minority in- | 


terest. Despite the long head start 
gained by Victor and its expendi- 
ture through the years of more 
than $25 million in publicizing 
the dog listening to its ‘““Master’s 
Voice,” Decca in recent years has 
surged ahead to become the larg- 
est factor in the industry. Decca’s 
volume has swelled on a spectac- 
ular scale, due to production of 
about 7 million discs per month a 
year ago and with a sizable in- 
crease looming up in 1946, when 


expanded facilities began to bol- | 


ster output. Aggressive policies 
of this concern to win the support 
of outstanding artists, and con- 
sistent increase of distributing 
outlets, along with sensible pric- 
ing of its products, have given it 
a commanding lead which it will 
be hard for its two leading com- 
petitors to overcome. It is thought 
that Capital Records, Inc., a new- 
comer in 1942, now holds fourth 
rank in the industry, with a vol- 
ume of $6.3 million for 1945. But 
this shows a contrast with the net 
sales of Decca, amounting to 
$15.5 million for the same period. 
Both concerns have reported sub- 
stantial increases in volume for 
various periods in 1946 and as 
profits in this industry are closely 
tied to sales results, an uptrend in 
net earnings appears under way. 

The rapid strides achieved by 
newcomers in the field attests to 
the possibility that competition 
may reach new heights in near 
term years, and perhaps from un- 
suspected sources. Small concerns 
by the dozen have been started al- 
ready, some of which have their 
discs made on contract by out- 
siders, and many of which will un- 
doubtedly find the competition 
too keen for survival. As long as 
the national income, however, re- 
mains ample, the leaders will en- 
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joy unusually bright prospects for 
attracting consumer favor on an 
expanding scale. Some optimists 
go so far as to predict that be- 
fore many years, sales of discs 
may reach the half billion mark, 
but that may be looking through 
rosy glasses. 





Impact on United States of 
British Socialization 





(Continued from page 361) 


since last July (something like 25 
per cent) and the 10 per cent ap- 
preciation of the Canadian dollar 
have greatly reduced the pur- 
chasing power of that part of 
American and Canadian loans 
which has remained unspent. Ac- 
cording to one British calcula- 
tion, the $214 billion which re- 
main from the $334 billion loan 
extended by the United States to 
Great Britain will buy at the 
present price levels less than $2 
billion worth of goods. This ex- 
plains the recent warning of Sir 
Stafford Cripps that unless Brit- 
ain’s trade balance with the hard 
currency area improves in the 
near future, the country will have 
used up the American and Cana- 
dian credits by 1948 instead of 
by 1950. 

Britain’s trade position vis-a- 
vis the sterling area has been 
much better. The sales and pur- 
chases were about balanced dur- 
ing the first nine months of 1946, 
and it seems that the blocked 
sterling balances have ceased to 
grow except in India and Egypt, 
where the British still have heavy 
military expenditures. The dispo- 
sition of India’s sterling balances 
is to be discussed in Delhi early in 
1947. They are estimated at 
about £1,500 million, including 
some £200 million of privately 
owned claims. 

Britain’s trade with the Con- 
tinent of Europe (outside of Swe- 
den and Switzerland, the two 
hard currency countries) has been 
most surprising. During the Jan- 
uary-September period of 1946 it 
actually showed a favorable bal- 
ance of trade of nearly £90 mil- 
lion, part of which was accounted 
for by relief and the British 
UNRRA contributions of goods. 
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Put Your MONEY 
to Work Today 


All share accounts insured up to 
$5,000.00 by a United States 


Government Agency. 


Resources over $12,000,000.00 
Money deposited on savings accounts before 
the 10th of the month earns as of the Ist. 


58 Years of Dividend Payments—never less than 3%. 
Earnings paid to savers without interruption since 
1889. Call, write or phone for further information or 
make check or money order payable to 


ST. PAUL FEDERAL SAVINGS 
and LOAN ASSOCIATION OF CHICAGO 


2116 WEST CERMAK ROAD, CHICAGO 8 
Phone: CANal 2137 











Some of the shipments were made 
on credit. France, for example, 
received a $400 million long-term 
loan from Great Britain, the re- 
payment of which will not begin 
until in 1951. 

This, then is what has been 
happening: the British have been 
using a part of their precious 
American and Canadian dollars 
to finance their exports to the 
Continent. They will be eventu- 
ally repaid, but it will take time, 
in view of the political and phys- 
ical obstacles to production ex- 
pansion in individual European 
countries. Meanwhile, however, 
the British public is being de- 
prived of many consumers’ goods. 
British travelers have returned to 
England with the stories of rela- 
tive plenty on the Continent. This 
has contributed to the unpopular- 
ity of rationing and Government 
regimentation. 

What course are the British 
likely to take in order to remedy 
their current trade position in re- 
gards the hard currency coun- 
tries? Obviously the first move is 
likely to be in the direction of the 


an ee 


greatest possible reduction in im- 
ports from the hard currency 
areas, and more particularly from 
the United States. As a result of 
such a policy, England may shift 
a part of the $200 million tobacco 
business from this country to the 
Near East, Greece and Turkey. 
A part of the cotton business may 
go to Brazil, Peru and the indi- 
vidual Empire countries. There 
are rumors that the British pur- 
chases of food in this country are 
already being curtailed, but this 
may as well be due to the expecta- 
tion that the prices will decline 
within a few months. It is gener- 
ally believed that British pur- 
chases of our food and raw ma- 
terials may have passed the post- 
war peak and that in the future 
more purchases will be allocated 
to the soft currency countries. 
The stimulation of exports 1s 
obviously another move by which 
Britain’s huge trade deficit with 
the hard currency areas could be 
corrected. Considering the great 
expansion in our national income 
and Canada’s and the great in- 
crease in Latin America’s gold 
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and dollar resources, Britain’s 
sales to the Western Hemisphere 
countries should be at least twice 
as high as they were during the 
past few months. The Board of 
Trade is apparently already giv- 
ing a special attention to the re- 
quirements of markets in this 
country, Canada and _ Latin 
America. Advertising campaigns 
and sales drives pushing British 
goods in these markets have either 
begun or are in preparation. A 
livelier competition with British 
goods may also be anticipated in 
Sweden, Switzerland, Portugal as 
well as in some of the sterling 
area countries where the British 
are still accumulating balances, 
such as India and Egypt. The 
sales to China and to the Philip- 
pines are also likely to be intensi- 
fied since both countries pay with 
U. S. dollars. 


British Trade Outlook 


The immediate outlook for 
British foreign trade seems to be 
approximately as follows: Be- 
cause of a growing labor shortage 
and other snags in the réconver- 


sion program, exports are likely _ 


to expand at a much slower pace 
than during the past two years. 
However, the need to correct the 
balance of payment position with 
the hard currency countries, will 
force the British to push their 
sales in the Western Hemisphere 
countries more than they have 
done in the past. At the same 
time, in order to conserve their 
American and Canadian dollar re- 
sources, the British may turn to 
the soft currency areas for more 
of their imports. 


Trade Controls Continuing 


All this means that Great Brit- 
ain will have to continue to direct 
its foreign trade. Certainly the 
removal of trade controls will be 
slowed down, and the return to 
the free convertibility of the 
pound sterling into hard curren- 
cies—which under the terms of 
the Anglo-American Financial 
and Trade Agreements is to be- 
come a fact sometime next Sum- 
mer—may be at stake, particu- 
larly if our prices continue to ad- 
vance. 

The solution of the British 
trade problem and the easing of 
the entire reconversion program 
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will depend upon two things: 
(one) the ability of British man- 
ufacturers to make goods that 
will find a ready market in the 
United States, Canada and other 
hard currency countries, and 
(two) upon the labor situation. If 
Great Britain is fortunate enough 
to avoid labor unrest now threat- 
ening, and if it will be possible to 
raise the productivity of labor by 
other means than a diversion of 
more consumers’ goods to the 
home market, then the situation 
may be solved. For once the over- 
all production increases there will 
be more goods for export as well 
as for domestic market. 


Cost Controls Indicated 


In contrast with American in- 
dustry, British industry has been 
able to keep its operating costs 
fairly level during the past few 
months. Even if British indus- 
trialists are forced to give wage 
increases in the near future, these 
increases are likely to be smaller 
than those granted in the United 
States, if for no other reason than 
that the living costs in Great 
Britain have remained fairly 
level. They are still around 132 
(they actually declined slightly 
last Fall) while in the United 


States they advanced from 133 


(1939—100) in May to nearly 
150 in November. Thus despite 
the considerably lower productiv- 
ity of their labor, British indus- 
tries may gradually improve their 
competitive position and be able 
to undersell American and Cana- 
dian products in world markets in 
an increasing number of lines. 





Clarifying Our Position On 
World Economic Affairs 





(Continued from page 355) 


port-Import Bank, surplus prop- 
erty sales abroad, and Army- 
Navy relief outlays abroad, total 
$66 billion. 


U. S. Policy Changes 


A change has just been an- 
nounced of U. S. policy in the 
world program of food distribu- 
tion, under direction of the Unit- 
ed Nations Food and Agriculture 
Organization, in that we have ac- 
cepted the proposed two-price 
system. This grants a below-nor- 
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mal price on foodstuffs to coun- 
tries whose people are undernour- 
ished and unable to pay the reg- 
ular price. In case of emergency, 
we have offered to supply gratis 
whatever surplus is available. Ap- 
parently the move is designed not 
only to afford relief still needed 
by some countries, but also to 
avoid the accumulation here of 
excessive surpluses in view of the 
unusually large new wheat crop 
now forecast. 

It is announced also that U. S. 
imports from Germany and Ja- 
pan, now being received in swell- 
ing volume, are to be assessed for 
tariff purposes and sold in our 
markets at the prevailing Amer- 
ican price levels, not at prices 
based upon cost of manufacture. 
Such imports are handled by the 
U. S. Commercial Co., a subsid- 
iary of the R.F.C., and the pro- 
ceeds from sales, after deducting 
handling charges, are to be cred- 
ited to War Department account 
where they will reduce somewhat 
the heavy burden of U. S. occu- 
pation costs. This action on pric- 
ing will serve also to reduce the 
competition in these markets of 
low-cost German and Japanese 
goods, against which there have 
been complaints by American 
manufacturers. 


Foreign Trade Boom 


Since the end of the war a 
great boom has developed in 
American foreign trade, with the 
expansion of our “commercial” 
exports more than offsetting the 
decline in lend-lease and relief 
shipments. A still greater expan- 
sion in exports would have taken 
place had the goods been avail- 
able, inasmuch as foreign mar- 
kets, like the domestic, had enor- 
mous accumulated demands at the 
end of the war, backed by large 
purchasing power, for practically 
all types of American goods. 

As there was not enough to go 
around, the U. S. Government 
followed a policy of allocating a 
certain portion of current pro- 
duction to the export field. The 
exact portion varies widely with 
different types of goods, as well 
as with different countries, and is 
subject to constant change. Allo- 
cations are administered by the 
C.P.A., but policy decisions are 
made jointly by the State De- 
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Profit Opportunities in the Making 


for Early 1947 Markets 
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For Protection — Income — Profi? 





Short-Term Recommendations for Profit . . 
Mainly common stocks but preferred stocks and 
bonds are included where outstanding price 
appreciation is indicated. 


Low-Priced Opportunities . . . Securities in the 
low-priced brackets with the same qualifications 
for near-term profit, Average price under 10. 


Recommendations for Income and Profit... 
Common stocks, preferred stocks and bonds 

. for the employment of your surplus funds 
and market profits. 


Low-Priced Situations for Capital Building... 
Common stocks in which you can place moder- 
ate sums for large percentage gains over the 
longer term. Average price under 20. 


Recommendations Analyzed . . . Pertinent de- 
tails as to position and prospects are given 
on securities advised. 


When to Buy ... and When to Sell . . . You 
are not only advised what to buy but when to 
buy and when to sell—when to be moderately 
or fully committed .. when to be liquid. 


Market Forecasts . . . Every week we review 
and forecast the market, giving you our definite 
advice. Dow Theory Interpretations are in- 
cluded for comparison. 


Telegraphic Service . . . If you desire we will 
wire you in anticipation of decisive turning 
points and market movements. 


Consultation by Wire and by Mail... To keep 
your portfolio on a sound basis, you may con- 
sult us on 12 securities at a time. 


Added Services ... 


Business Service .. . Weekly review and fore- 
cast of vital happenings as they govern the 
outlook for business and individual industries. 


Washington Letter . . . “Ahead-of-the-news" 
weekly reports from our special correspondent 
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NOW ... while the market is still reappraising the various securi- 
ties in this transitional phase . . 
investment position... 


. you can greatly strengthen your 


. Through capitalizing on the broad market setback . . 
concentrating in sound issues as they are carried down to 
bargain prices . . . issues that will not only rebound to 
their natural levels but forge ahead substantially to new 
highs in discounting their outstanding potentials. 


Buy on setbacks . . . sell on strength has always proved a successful 
investment policy. But it is important that you hold favored stocks 
in approved industries . . . and know what action to take. For this 

" guidance, you can turn to The Forecast with confidence now and 
over the important period ahead. 


Forecast Service Will Be Geared 
To Your Needs in 1947 Markets 


1947 will bring a major market turning point . . . a new cycle of 
investment and speculative opportunity. The . Forecast will counsel 
you in taking full advantage of this new recovery in the making... 
based on resourcefulness born of experience in building profit and 
income for our subscribers in major and minor cycles for*the*past 


30 years. 


It will serve you now in adjusting your portfolio through strategic 

planning. Then through continuous service, you will be advised 

what and when to buy and when to sell. You will follow specialized 

programs especially suited to your capital, wishes and objectives 
. . with all commitments kept under our constant supervision. 


We would like to have you with us... for we feel that we can 


serve you well .. . in your best investment interests. Let us help you 
make 1947 the year of financial progress you want it to be by plac- 


ing your enrollment now. 


Mail the coupon below today . .. it provides for FREE service 


to February Ist. 
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partment and numerous other 
agencies, based not only on eco- 
nomic but also on political and 
other considerations. This natur- 
ally has given rise to considerable 
friction. It has raised the ques- 
tion of whether our postwar for- 
eign trade is to be permitted to 
develop on a competitive business 
basis, or to be used (as in many 
other countries) as an instrument 
for furthering various govern- 
ment objectives. 


Foreign Trade Trends 


In any case, American business 
is becoming decidedly foreign 








LEE RUBBER & TIRE 
CORPORATION 


REPUBLIC RUBBER 
INDUSTRIAL RUBBER PRODUCTS 
Youngstown, Ohio 
(Gans 


LEE TIRE & RUBBER CO. of N.Y., Inc. 
TIRES, TUBES & SUNDRIES 
Conshohocken, Pe. 





The Board of Directors has 
this day declared the regular 
quarterly dividend of 50c per 
share on the outstanding capi- 
tal stock of the Corporation 
payable February |, 1947, to 
stockholders of record at the 
close of business January 15, 
1947, Books will not be c'osed. 


A. S$. POUCHOT 
Treasurer 
December 27, 1946 








Beneficial 
Industrial Loan 
Corporation 


DIVIDEND NOTICE 
Dividends were declared on De- 
cember 2, 1946 by the Board of 
Directors, payable December 28, 
1946 to stockholders of record at 
close of business December 16, 
1946, as follows: 

CUMULATIVE PREFERRED STOCK 
$3.25 Dividend Series of 1946 
$.811/, per share 
(for quarterly period ending 
Dec. 31, 1946) 
COMMON STOCK 
$.30 per share 


In addition, on December 27, 1946 
the Board declared a year-end divi- 
dend of $.30 per share on Com- 
mon Stock, payable January 17, 
1947 to stockholders of record at 
close of business January 7, 19477. 
Puiuip KapINnas 
Treasurer 
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trade conscious, and is looking to 
markets abroad to absorb huge 
quantities of goods when produc- 
tion catches up with domestic de- 
mand. It has been officially esti- 
mated that U. S. exports and im- 
ports combined should reach a 
$20 billion level by 1950, com- 
pared with $14 billion at present, 
and more than double the prewar 
level. Higher prices, of course, 
will account for much of the in- 
crease in dollar values; in phys- 
ical volume the increase over pre- 
war might run 25 to 50%. 


Global-minded Americans en- 
visage a great postwar expansion 
of international trade as a whole 
—hbetween all of the civilized 
countries—as the most promising 
means to bring about world re- 
covery and improve living stand- 
ards generally. A leading spokes- 
man recently suggested a plan de- 
signed to raise the national in- 
come of the U. S. to $200 billion 
annually (against $165 billion 
now) and of other countries to 
$300 billion. The total of $.5 tril- 
lion challeges the imagination, 
even of those familiar with our 
public debt figures. 


Rising Competition 


It cannot be assumed, however, 
that these gains in American 
trade will come to us automatical- 
ly. On the contrary, it will re- 
quire that we devote much closer 
attention to the foreign field if 
we are to hold our own against 
increasing competition. Already 
many export markets are being 
literally flooded with goods pro- 
duced in countries which recog- 
nize rebuilding their export busi- 
ness as vital and give it priority. 

This is particularly true of 
England, but other nations al- 
ready strong in export fields are 
Belgium, with tools and machin- 
ery; Denmark, with foodstuffs; 
Switzerland, with office machines, 
watches, and precision tools; 
France, with perfumes, textiles, 
and wines; and Italy, with hats, 
fabrics, and musical instruments. 
While the U. S. has been repeat- 
edly tied up by strikes, and has 
concentrated on meeting domestic 
demands and distributing relief 
abroad, it unfortunately has lost 
business to other countries which 
have aggressively exploited the 
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markets in Europe, Latin Amer- 
ica, and the Far East. 

America’s task therefore calls 
for a combination of sound for- 
eign economic policy, for well- 
organized government and_pri- 
vate machinery, and for a high 
calibre of practical business abil- 
ity. 





Power and Industry of 
The Future 





(Continued from page 352) 


numbers of canned and preserved 
food products are “fortified” by 
vitamins. Housewives and indus- 
trial users short of sugar will be 
interested in the American Chem- 
ical Society report of experi- 
mental production of a synthetic 
benzine derivative 4,000 times 
sweeter than sugar, suitable for 
preserving and food processing. 

Frozen foods, after their tre- 
mendous development within the 
past few years, are now running 
into’ overproduction, inventory 
accumulation, and price-cutting. 
The industry will doubtless sta- 
bilize, and continue its long-term 
growth that had been so con- 
fidently expected, but illustrates 
to the investor the uncertainties 
that are usually inherent in rapid 
expansion. 

The can companies (Amer- 
ican, Continental) have devel- 
oped improved cans with a thin- 
ner coating of tin, applied elec- 
trolitically, or lined with lacquer. 
The glass container companies 
(Owens-Illinois, Thatcher) have 
tremendous backlogs of unfilled 
orders. And glass is being used 
for clothing, mattresses, bed com- 
forters, and pillows! Manufac- 
turers of paper cartons (Con- 
tainer, Inter. Paper) now offer 
for civilian use the products, de- 
veloped for military shipments 
overseas and beach landings, that 
are stronger and give better pro 
tection against water, heat, cold, 
mildew, insects, etc. 

New _ synthetic-base paints 
have been developed that repel 
insects, and are resistant to rust, 
water, chemicals, heat, and even 
fire. 

In the chemical, drug, rubber, 
petroleum, and textile fields, the 
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new developments are closely re- 
lated and almost too diversified 
for enumeration. Many of these 
are not end-products, but proc- 
esses that could be understood 
only by a technical specialist, but 
informed investors know that 
practically all the big companies 
in these lines are devoting a great 
deal of attention and money to 
research. 

A few items of tangible evi- 
dence, however, can be seen in the 
new textiles now available having 
improved qualities as to elastic- 
ity, strength, fastness of color, 
and resistance to wrinkling or to 
fire. Better rayon and nylon are 
being made for clothing, tires, 
brushes, and industrial uses. 

New processes of treating 
petroleum and natural gas yield 
acids, alcohols, solvents, chemical 
intermediates, detergents, and 
dyestuffs. The drug industry is 
expanding rapidly the produc- 
tion of streptomycin, but also has 
developed improved types of the 


sulphas. American drug manu- 
facturers have tremendous 
foreign orders from most all 


parts of the world, and no longer 
need worry about competition 
from the German I. G. Farbenin- 
dustrie. 

Atomic power has possibilities 
so limitless that it cannot even be 
assessed at this time. The U. S. 
Government is continuing the op- 
eration of some plants, and a 
great deal is being written in the 
technical journals such as those 
of McGraw-Hill on its potential 
applications. While at the mo- 
ment its use is limited largely to 
medical research, Dr. Karl T. 
Compton, president of Massa- 
chusetts Institute of Technology 
and one of the developers of the 
atom bomb, has just predicted its 
commercial use for power pro- 
duction within five vears. pro- 
vided government gives industry 
the green light. 

This brief and suggestive re- 
view should give a fair idea as to 
the sweeping scope of industrial 
changes, and could be extended 
almost indefinitely. The refrig- 
eration companies cite a_ vast 
market for frozen food lockers to 
provide better foods, higher nu- 
trition, and lower costs. A freezer 
unit has been produced for at- 
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taching to a railway car or truck- 
trailer. We shall be able to buy 
wallpaper that will not stain, 
bottles that will not break, an 
electronic micrometer to measure 
thousandths of an inch or an elec- 
tronic microscope to magnify 
thousands of times, an infra-red 
light bulb for removing paint, a 
heatless sterilizing solution for 
surgical instruments, or a three- 
wheeled automobile. 

Industrial research has in 
truth become one of the great 
American industries. Scientists 
literally swarm, not only around 
industrial laboratories but also 
the plants and offices; they are 
given positions of high responsi- 
bility similar to those in German 
industry before and during the 
war. American scientific and 
technical societies and _ institu- 
tions, national and regional, total 
1,269 by the latest count. 

In appraising new products, 
of course, the risks must be 
clearly recognized. There is sel- 
dom assurance that “out of the 
laboratory” will be promptly fol- 
lowed by “into dividends.” Many 
new products have required years 
of discouraging and costly efforts 
before they were perfected and 
commercially successful; for ex- 
ample, nylon, upon which du 
Pont worked for a long period of 
time and “sunk” millions before 
getting back a single dollar. 
Some companies can afford such 
undertakings, but others ob- 
viously cannot. 

Many different factors must 
be considered. One product may 
be superior to another, yet less 
successful commercially. Many 
companies founded on new prod- 
ucts have been forced to sell out 
to stronger interests before their 
markets could be established. 

Expectations that a new prod- 
uct will completely displace an 
older are seldom realized; what 
happens is that the new displaces 
the old only for certain uses, 
while total consumption of the 
old continues to increase, due to 
new applications. 

The best products of the 
future are likely to be manufac- 
tured, not of old-established ma- 
terials or of new materials alone, 
but of a combination of numer- 
ous materials—old and new. 











GENERAL 
MOTORS 


Profitable year ahead? 


S GENERAL MOTORS in a 
buying range? Is there a good 
prospect that production will hold 
at present high rates through most 
of 1947? What earnings are likely 
for General Motors if the in 
dustry’s total production, as ex- 
pected, reaches 5 million cars next 
year? At present prices the stock 
yields 4%. Recovery to the years 
high would mean a 45% gain. 


You can judge the prospects of 
such a development by reading the 
detailed analysis of this important 
investment stock in the current 


UNITED OPINION Report. 
Send for Bulletin MW-72 FREE! 


UNITED BUSINESS SERVICE 


210 Newbury St. A r Boston 16, Mass. 














Are yeu Interested in Canadian 
Industrial or mining stocks? 
For investment advice 
write 


THE EDWARD STOCK TRADER 


Post Office Box 51 TORONTO 
Terminal A CANADA 
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pressure on industrial earnings 
margins which the continuing 
price rise was causing, was one of 
the chief reasons for the market 
decline last September. What the 
market was forecasting was not 
lower production volume, but 
lower earnings, due to the mal- 
adjustment between production 
costs and selling prices. But now 
an eventual correction of this im- 
passe is in sight some time during 
1947. So, even with some antici- 
»nated drop in physical produc- 
tion volume this year, industrial 
profit margins should make a 
better showing, percentagewise, 
than in 1946. Eventually, the 
stock market will take cognizance 
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New York, N. Y. 
December 17, 1946 


Philip Morris & Co. Ltd., inc. 


A regular quarterly dividend of $1.00 
per share on the Cumulative Preferred 
Stock, 4% Series, and the regular 
quarterly dividend of 90¢ per share on 
the Cumulative Preferred Stock. 3.60% 
Series have been declared payable Feb- 
ruary 1, 1947 to holders of Preferred 
Stock of the respective series of record 
at the close of business on January 15, 

7. 


There has also been declared a quar- 
terly dividend of 37'2¢ per share on 
the Common Stock ($5 Par), payable 
January 15, 1947 to holders of Common 
Stock of record at the close of business 
on January 2, 1947. 

Pursuant to a resolution adopted at 
the Stockholders’ Meeting held on July 
10, 1945, no Certificate representing a 
share or shares of Common Stock of 
the par value of $10 each is recognized, 
for any purpose, until surrende:ed. and 
a Certificate or Certificates for new 
Common Stock of the par value of $5 
each shall have been issued therefor. 
Holders of Certificates for shares of 
Common Stock of the par value of $10 
each are therefore urged to exchange 
such Certificates, for Certificates for 
new Common Stock of the par value of 
$5 per share, on the basis of two shares 
of new Common Stock $5 par value, 
for each share of Common Stock of the 
par value of $10. 

L. G. HANSON, Treasurer. 
WIL 
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JOHN MORRELL & CO. 


DIVIDEND NO. 70 
A dividend of Sixty- 
Two and One Halt 
Cents ($0.62%) per 
share on the capital 
stock of John Morrell 
& Co., will be paid 
January 31, 1947, to stockholders of 
record January 11, 1947, as shown on 
the books of the Company. 

George A. Morrell, 

Vice Pres. & Treas. 


| Morrell 
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Ottumwa, Iowa. 

















Electric Bond and Share Company 
Preferred Stock Dividends 


The regular quarterly dividends of $1.05 per share on 
the $6 Preferred Stock and $0.87% per share on the $5 
Preferred Stock of the Company (such stocks having 
been modified as to dividend rates and otherwise as of 
November 23, 1945 in connection with a $30 per share 
capital distribution) have been red for payment 
February 1, 1947, to the stockholders of record at the 
close of business January 6, 1947. 


H. H. DINKINS, Jr., Secretary 











of this change, just as it recog- 
nized last September the threat 
to profits from a spiraling price 
level. Just when the market does 
make such recognition, however, 
is a matter of timing which is dis- 
cussed more amply in the A. T. 
Miller articles appearing in each 
issue of the Magazine of Wall 
Street. 


Still another change that is 
anticipated for this year of 
changes is that pertaining to the 
money market. As has been fre- 
quently mentioned in these sur- 
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veys, the cycle .of extremely 
“cheap” money has run _ its 
course, and the tendency, in 


1947, will be for money rates to 
firm very gradually, almost im- 
perceptibly. This means that 
high-grade bonds» this year will 
be unable to return to the peak 
prices established in 1946, and 
they may, in fact, tend a shade 
lower. Here is a process of transi- 
tion that is very slow in manifest- 
ing itself, but some of the signs 
to look for later in the year are 
rising yields on bonds, slight in- 
creases on bank deposit and loan 
rates, and a little higher cost of 
corporate borrowing in the new 
issues markets. But it will be a 
long time before sharply higher 
money rates will return, certainly 
not in 1947. 

Having surveyed some of the 
major specific business indica- 
tors, it is seen that 1947 will wit- 
ness moderate reductions in 
prices, production, employment, 
and possibly sales volume from 
the abnormally inflated levels 
which each of these had attained 
in 1946. It will be a year of re- 
adjustment in that prices and 
costs will come into more equit- 
able balance, thus easing the 
pressure on profit margins. 
Though more restiveness is ahead 
on the labor front, the peak of 
organized labor’s excesses seems 
to have been passed, with better 
management - labor _ relations 
likely to develop. All in all, the 
new year should see general busi- 
ness well above the pre-war level, 
and providing the basis for real 
prosperity. 





Answers to Inquiries 





(Continued from page 378) 
Climax Molybdenum Corporation 


Please advise what products Climax 
Molybdenum manufactures and long term 
outlook for company. . 


J.A.F., Middleton, N. Y. 


Climax Molybdenum is engag- 
ed in the mining, milling and con- 
centrating of molybdenum ore. 
Approximately 80% of the moly- 
bdenum sold is consumed by the 
alloy steel industry. Other im- 
portant users are iron foundries, 
the chemical industry and the 


THE MAGAZINE OF WALL STREET 





manufacturers of pure molybden- 
um metal. : 

Earnings dropped sharply in 
the first nine months of 1946 to 
77¢ a share, compared with $2.26 
in the like period of 1945 and 
$2.84 for the full year of 1945. 

The decline in 1946 was due to 
strikes in the steel industry early 
in the year and to higher operat- 
ing costs. 

Balance sheet as of December 
31, 1945, showed total current 
assets of $26,342,690, including 
$18,800,000 in cash and securi- 
ties, against current liabilities of 
$3,183,875. There is no funded 
debt and capitalization consists 
solely of 2,500,000 shares of com- 
mon stock outstanding. 

Company is the largest pro- 
ducer of molybdenum in _ the 
world. Ore reserves were estima- 
ted at approximately 260,000,000 
tons of proven and probable ore 
as of December 31, 1945. 

If production is maintained at 
a good level in 1947, profits 
should increase. The 30¢ quarter- 
ly dividend is expected to con- 
tinue. 





As I See It 





(Continued from page 345) 


plenty, we should not gratefully 
thank God for our blessings and 
rise to the occasion in this period 
of transition. We need to revive 
the pluck and courage of our an- 
cestors who faced far worse emer- 
gancies unflinchingly. Theirs was 
the spirit of self-reliance instead 
of reliance on Government or on 
false political or economic proph- 
ets. From hard experience, they 
knew only too well that individual 
liberty is possible only when such 
self-reliance thrives, and_ that 
when this spirit ebbs, the individ- 
ual becomes subjugated to the 
State. In this last phase of re- 
construction we should go forth 
together and so strengthen our- 
selves that we can meet every ob- 
stacle head on and come out the 
victor. Our individual construc- 
tive efforts will tell the story, and 
the stock market will begin to re- 
cord and to discount a better 
trend months ahead. 

A Happy and Prosperous New 
Year to you and yours. 
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@ Participants in the Payroll Savings Plan benefit directly in terms of cash— 
) because U. S. Savings Bonds at maturity pay $4 for every $3 invested. 
Your company, your community, and your country benefit indirectly in terms 











ally : : : , 
pea of security—because: (1) Employees with a solid stake in the future are likely to 
vied be stable, productive workers. (2) The Bond-buying habit of local citizen-em- 
vive ployees means a reserve of future purchasing power—a safeguard for the stability 
an- of your community. (3) Every Bond bought teraporarily absorbs surplus funds 
ner- and helps check inflationary tendencies. 

was You’re doing everybody a favor—including yourself—by supporting the 
ead Payroll Savings Plan. 
ie ARE YOU USING THESE BOOKLETS? 

hey If not, or if you wish additional copies, just ask your State 
lual .... Director of the Treasury Department Savings Bonds Division. 
uch } The Peacetime Payroll Savings Plan—A booklet, 
that published for key executives by the Treasury Department, 
vid- containing helpful suggestions on the conduct of your pay- 
the roll savings plan for U. S. Savings Bonds. 

i. This Time It’s For You—A booklet for employees ... ex- 
" ng plaining graphically how the payroll savings plan works... 
ob. goals to save for, and how to reach them with Savings Bonds. 
the 
“uc- The Treasury Department acknowledges with appreciation the publication of this message by 
and 
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This is an offictal U. S. Treasury advertisement prepared under the auspices of the Treasury Department and The Advertising Council 





















A First Step in Your 1947 Program for Building 


PROFIT and INCOME 


T ev this experiment! Imagine that all your securities were sold yesterday. 
Today you have nothing but their cash value. 


Then ask yourself, “Should I repurchase my former holdings as offering the 
most outstanding prospects for safety. income, profit—or could all or part of 
my funds be used more profitably in the coming year? Should I invest my | 


cash now?” 


Some investors who test their lists honestly find that they are holding securi- 
ties for unsound reasons: (1) because they dislike to take losses even in weak 
issues; (2) because they like to see issues on their list which show a profit. 
even though the future has been discounted; (3) because they are senti- 
mentally attached to inherited securities, or shares of a company for which 
they work; (4) because they feel that they might have difficulty in deciding 


upon a replacement; (5) procrastination. 


Today there is no need to hold unfavorable investments which will be slow 
to recover or may suffer further decline. Selected issues are available which 
offer a substantial income, a good degree of security. and dynamic growth 
prospects if your purchases are strategically timed. Many are undervalued 
as measured by earning power, capital assets and 1947 potentialities. 


As a first step toward increasing your profit and income. we invite you to 
submit your security holdings for our preliminary analysis—entirely with- 
out obligation—if they are worth $20,000 or more. 


Our survey will point out less attractive holdings and those to keep only 
temporarily. It will tell you how our personal supervision can assist you to 
strengthen your diversification, income and the enhancement possibilities of 
your account. We will evaluate your list and quote an exact annual fee for 


our service. 


Merely send us a list of your securities. Give the size of each commitment 
and your objectives. All information will be held in strict confidence. 


INVESTMENT MASH EMENT SERVICE 


A division of THE Macazine oF WALL Spppegesd background of thirty-nine years of service. 


90 BROAD STREET UPAR NEW YORK 4, N. Y. 























